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The USM Information Generator Sys- 
tem is designed to automate, with 
computer inputs, the grading of shoe 
patterns for the footwear industry. 

IGS represents a major step in short- 
ening the styling reaction time for 
shoe manufacturers thereby increasing 
their effectiveness in responding to 
footwear fashion trends. 

Essentially, the system allows a design 
to be automatically graded in all 
desired sizes, eliminating a time- 
consuming manual operation. Appli- 
cation of this type of control to other 
fitting room operations is under 
development at USM. 


Financial Highlights 


February 29, February 28, 
Fiscal Year Ended 1972 1971 
Gross revenues from continuing operations ......... $462,336,000 $436,658,000 
Income from continuing operations before 

OXtPaGlaGinaly MICS: pe oe cb booster ie nota -nus $ 4,861,000 $ 8,024,000 
Loss from discontinued operations ...........0..0........ (1,306,000) (354,000) 
Net incremental income of Transamerican — 

CIV GSIOCMODELAUON ott en Nici So tince thar. 2,328,000 
Income before extraordinary items ............00.0....... 3,555,000 9,998,000 
EXT a RCIA VMILOMS a, re ee eR cers Cucens soe (11,065,000) (7,176,000) 
INGIMINICONIE A LOSS) peers eee ae ce Sic seen sae (7,510,000) 2,822,000 
Dividends on preferred and preference stock ..... 1,818,000 1,822,000 
Net income (loss) applicable to common stock .... $ (9,328,000) $ 1,000,000 


Dividends paid on common stock ........................... 
Distribution of Transamerican capital stock ....... 


Earnings (loss) per common share: 


Income from continuing operations before 
CXtEAGORGIN GLY MILeMIS a frites a oko wack 

Loss from discontinued operations .................... 

Net incremental income of Transamerican ........ 


Income before extraordinary items .................... 
EXEhAONGIIAN Yc IKONS mie te coc her cecatvecn acne 


INGtSINCOMG LOSS) ree he doch inca 


$ 3,475,000 


$ 7,862,000 
$ 22,933,000 


Dividends paid per share: 


COMMONESIOC Kae ere eee ee 
RKGlerreCdimeStOC Kann ee ek ce eee 
RREFEKEMCEHSTOG Kare ttre eee Gd echendea chene 


Weighted average number of common shares 


CULES CANNING epee ee ce, occ ettoce din 


$ 0.74 $ 1.29 
(0.32) (0.07) 
0.48 

0.42 1.70 
(2.70) (1.49) 
$(2.28) $ 0.21 

$ 0.85 $ 1.62 

$ 1.50 $ 1.50 

$ 2.10 $ 2.10 
4,094,541 4,820,928 


To USM Shareowners: 


At our last shareowners’ meeting, we 
said we expected earnings to materi- 
ally improve by year-end. This was 
predicated on the changes that man- 
agement had made and was making in 
our operations and on the assumption 
of an improvement in the general 
economy that would start slowly and 
build up throughout the year. 

For both the economy as a whole 
and for USM, after a poor first half 
this anticipated improvement material- 
ized midway through the year, although 
not with sufficient intensity to restore 
the previous year’s profits. 

While we at USM take no satisfaction 
in the /evel of operating profits for the 
latter half of fiscal 1972, we do believe 
it signals the start of a recovery in our 
earnings and it is an important reason 
for our confidence at the start of fiscal 
1973. It also gives us the first indica- 
tion that the many difficult decisions 
management took in order to get our 
house in order are having the desired 
results. 

The year ended February 29, 1972 
was a very difficult one for the Cor- 
poration; a year of transition involving 
adapting to the impact of the divesti- 
ture of Transamerican Shoe Machinery 
Corporation on February 2, 1971 and 
adjusting during a depressed U. S. 
economy to the more cyclical nature of 
the markets our company now serves. 

In a year of contrasts, we experi- 
enced mixed performance of our 
operating groups, some substantial 
write-offs and extraordinary charges, 
some successful profit improvement 
programs and generally quite effective 
cost-cutting measures. 

In this Annual Report management 
has distinguished, as we did in the 
fourth quarter report, between con- 
tinuing operations which make up 
USM Corporation for the future, and 
discontinued operations which have 
been or will be terminated for lack of 
earnings potential. Prior-period figures 
have been restated to reflect this 
distinction. 

As further elaborated in the Financial 
Review, worldwide volume from con- 
tinuing operations was up 6% from last 
year. Income from continuing opera- 
tions before extraordinary charges 
declined to $0.74 per common share, 
and losses from discontinued opera- 
tions amounted to $0.32 per common 
share. 
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This compared with income from 
continuing operations before extra- 
ordinary items for the previous year of 
$1.29 per common share, and losses 
from discontinued operations of $0.07 
per common share. 

In addition, for fiscal 1972 there 
were substantial non-recurring extra- 
ordinary charges that reduced income 
to a net loss of $2.28 per common 
share as opposed to a net income last 
year of $0.21 per common share. 

As aresult of USM’s reduced earn- 
ings and recommendations by manage- 
ment, the Board of Directors voted in 
June to reduce the dividend on com- 
mon stock for the quarter from $0.40 
to $0.25 per share and in September 
they voted to further reduce the divi- 
dend to $0.10 per common share. 

In comparing the continuing opera- 
tions of the Corporation for the two 
fiscal years, this year’s volume of 
business, despite the soft U. S. econ- 
omy, is gratifying evidence that we 
are holding or improving our share in 
various markets. All of the worldwide 
operating groups improved their 
volume with the exception of Farrel 
which continues to suffer, along with 
its competitors, from the U. S. capital 
goods depression. Our domestic 
business held about even and our 
international business improved a 
healthy 12 percent to make a strong 
contribution to our efforts to halt 
profit erosion. 

The earnings of international sub- 
sidiaries offset losses from all other 
sources before extraordinary items. 

The Financial Review shows the pre- 
tax profits or losses from continuing 
operations by groups after full alloca- 
tion of all expenses. The real progress 
of each of the groups, we feel, is better 


William S. Brewster 
Chairman and Chief 
Executive Officer 


indicated by showing the operating 
profits of their continuing operations 
after allocating corporate overhead 
expenses except for interest and other 
net charges. The group sections of 
this Report show operating results in 
these terms. As will be seen, on that 
basis the Bostik and Fastener groups 
improved their results over last year; 
the Farrel and Special Products groups 
fell behind; and the Machinery Group 
remained about the same. 


In our Bostik Chemical Group, the 
rationalization program being imple- 
mented under our worldwide organi- 
zation instituted in 1970 is nearing 
completion under a new manage- 
ment. This group turned in significantly 
better results, largely due to excep- 
tionally improved European operations. 
In this country, the group is more 
dependent on the shoe industry and 
as a result, lagged behind last year 
but showed an encouraging trend in 
the last part of the year. 


In the case of the Fastener Group, 
it was the U. S. area which showed 
more improvement than overseas, as 
a result of improved business in the 
automotive, appliance and housing 
industries. Here, too, development and 
marketing functions in particular are 
being beneficially coordinated under 
the new management. 


Our United Machinery Group showed 
about the same results for the year, 
suffering from poor U.S. industry 
conditions arising from high levels of 
shoe imports and from difficulties in 
adjusting to the divestiture of Trans- 
american. Considerable progress is 
being made in rationalizing develop- 
ment, manufacturing and marketing 
with our corresponding overseas oper- 
ations to reduce redundant overhead 
charges and to improve efficiency. 
Further, the U. S. shoe industry is 
showing signs of strengthening, with 
an anticipated increase in production 
this year of some 30,000,000 pairs to 
565,000,000 pairs. USM’s International 
operations held up and offset the 
unsatisfactory U. S. results and are 
expected to increase significantly in 
the current year. 


The Farrel Machinery Group is still 
operating at reduced levels with 
corresponding lower employment and 
expenses pending recovery of the 
capital goods market. Unfortunately, 


the capital goods area generally is one 
of the last to feel the beneficial effects 
of a resumption of economic activity. 
Economists are forecasting a recovery 
in the capital goods market for this 
year, but it is not yet evident in our 
Farrel sales. 

In seeking methods of lowering oper- 
ating costs within the group, manage- 
ment phased out the Lombard plant 
into existing facilities at Rochester, 

N. Y. and Beverly, Mass., and has 
planned the closedown of a loss oper- 
ation. Both factors are expected to 
have a salutary effect on Farrel’s 
performance in fiscal 1973. 

The Special Products Group, whose 
profit level was depressed because of 
the Motion Technology Division loss, 
is expected to improve because the 
Spiras Systems, Inc. operation has 
been reduced and because of 
the recovery of the machine tool busi- 
ness in this country to which Motion 
Technology operations are allied. 

USM incurred a number of net extra- 
ordinary charges in fiscal 1972 amount- 
ing to $11,065,000 or $2.70 per common 
share. These include a write-off in the 
fourth quarter of $4,678,000 for good- 
will, considered by management to 
have no continuing value, and a write- 
off of $2,552,000 reported earlier in 
connection with USM’s Career Execu- 
tive Incentive Stock Purchase Plan. 
The remaining items represent charges 
relating to operations discontinued, 
sold or to be disposed of this year. 

Finally, we encountered an unfavor- 
able tax situation which resulted in an 
abnormally high tax provision as a 
result of the inability to realize full 
tax benefits from our domestic losses. 
This year our priority concern is 
clearly the improvement of U. S. oper- 
ations, not only to improve earnings 
per share, but to minimize the adverse 
tax effects which have hurt us this year. 

We have streamlined the organiza- 
tion through personnel reductions of 
nearly 7% and by the integration into 
our Chemical, Fastener and Machinery 
groups of most of the units formerly 
comprising our Special Products 
Group. The change became effective 
March 1 and, therefore, is not reflected 
in this Annual Report format. The Mo- 
tion Technology units became part of 
the United Machinery Group; Bailey 
Division became part of the Fastener 
Group; Consumer Products was inte- 


grated into the Bostik Chemical Group; 
and S. A. Felton and Truelove & 
Maclean now report directly to the 
office of the President. 

This coordination will permit the 
units involved to benefit from the 
worldwide research, marketing and 
sales expertise of the groups into 
which they were absorbed. 

Of particular satisfaction to manage- 
ment was our ability this year to contain 
our debt in spite of higher volume and 
lower earnings and an increase inthe 
amount of our foreign debt of almost 
$6,000,000 as a result of revaluation 
of foreign currencies. This was done 
by reducing inventories and by cutting 
capital expenditures, with the result 
that we achieved a slight reduction in 
the total debt level from that of 
last year. 

Capital expenditures were cut to 
$28,541,000 from the previous year’s 
level of $34,360,000 by postponing 
programs not essential at this time, 
and we anticipate maintaining a 
lower-than-normal level of expendi- 
tures this year. 

Several new products are expected 
to help improve earnings this year and 
these are touched upon in the appro- 


priate operating sections of this Report. 


In this connection, total Research and 
Development expense has not been 
significantly reduced from last year’s 
level of about $13,000,000 to insure 
our future ability to compete in the 
markets we serve with new and com- 
petitive products. 

We were also pleased to be able to 
report to shareowners the settlement 
of long-standing litigation with the 
United States Government involving 
our claim for recovery of additional 
Federal income tax assessments and 


Herbert W. Jarvis 
President 


interest paid in 1964. Under the settle- 
ment, as discussed further under the 
Financial Review, USM will receive a 
total of $3,472,000 consisting of a tax 
refund, a refund of interest paid by 
USM in fiscal 1964 and interest due 
the Corporation from the date of pay- 
ment through February 29 of this year. 

In addition, USM made a provision 
in the amount of $3,000,000 for assess- 
ments of additional Federal income 
taxes proposed by the Internal Reve- 
nue Service as a result of their exam- 
ination of USM’s income tax returns 
for the fiscal years 1963 through 1969. 

Several new laws affect American 
corporations in varying degrees. In 
the case of USM Corporation, we con- 
tinue to stay up-to-date with pollution 
control here and abroad. While certain 
improvements are still required, fortu- 
nately our operations do not involve 
significant problems; hence we are 
able to maintain high standards with- 
out major investment or expense. 

While compliance requirements for 
the new Occupational Safety and 
Health Act are not yet entirely clear, 
we expect in our case they will cause 
some extra expense in some of our 
operations, but no major changes will 
be required in our manufacturing 
facilities or in our product designs. 

The Corporation is in compliance 
with the new Wage and Price Control 
measures. Having received the neces- 
sary authority, we have increased 
prices in certain of our domestic 
product lines. 

There are several legislative pro- 
posals pending which seek to control 
new investments overseas, impose 
greater U.S. tax burdens on foreign 
operations, limit technological 
exchange with foreign firms and 
impose broad import quotas. We feel 
those proposals would adversely 
affect firms with foreign operations, 
encourage inflation in this country and 
increase costs to the American con- 
sumer. We feel there are a variety of 
other means to preserve the American 
jobs these proposals aim to protect. 

USM has operated in world markets 
since its founding in 1899 and we 
believe fair international trade is in the 
best interest of the American consumer 
and the USM shareowner. 

It will be of interest to our share- 
owners to know, for example, that in 
the five-year period of fiscal 1967 


through 1971 USM contributed, by 
reason of its overseas investments, 
over $49,000,000 to improve the U. S. 
Balance of Payments. 

The growth of American business 
now and in the future will depend 
heavily on the ability to compete 
successfully in world markets. In our 
case, our worldwide group organiza- 
tion puts us in a position to design, 
manufacture and market our products 
at locations that will keep us com- 
petitive in supplying our customers 
and in providing improved profits to 
our shareowners. 

During the year several important 
personnel changes took place. The 
Board of Directors was strengthened 
by the addition of Donald A. Gaudion, 
chairman of the board of Sybron 
Corporation, Rochester, N. Y. In 
October, Thomas D. Welch, executive 
vice president, previously in charge 
of our Bostik and Special Products 
groups, was appointed president of 
the United Machinery Group. He suc- 
ceeded Harold E. Booma who retired 
and who continues to provide the 
Corporation with his wide experience, 
particularly in the worldwide shoe 
industry, on a consulting basis. At the 
same time, Tage Magnusson was ap- 
pointed president of the Bostik Chem- 
ical Group succeeding Mr. Welch. 

Mr. Magnusson was formerly head of 
the Chemical Group’s British-European 
operations. 

Effective March 1, 1972, William H. 
Alvord was elected a vice president, 
director and chief financial officer, 
succeeding John H. Meyer who retired 
after 24 years of valuable service to 
USM. Mr. Alvord was formerly vice 
president and chief financial officer of 
Carrier Corporation, Syracuse, N. Y. 


USM also elected a corporate vice 
president with primary responsibility 
for covering the automotive market 
which now accounts for over 10% of 
our total volume. Theodore J. Sweeney, 
most recently chairman of the board 
and president of USM’s Warren 
Fastener Corporation, an important 
supplier of fasteners and fastening 
systems to the automotive market, is 
responsible for directing USM’s efforts 
toward increasing our service to this 
important market. 

Looking to the future, economists 
and government leaders forecast that 


calendar 1972 will be a year of signif- 
icant recovery, and this appears to 

us to be borne out from the perform- 
ance in the past few months both here 
and overseas. 

We recognize that the reversal of 
decline in our own earnings which we 
witnessed in the middle of last year 
represents the beginning of a long, 
hard road back to satisfactory profits. 
We are encouraged that the combi- 
nation of an improved economy, the 
termination of certain loss operations 
and the actions undertaken to reduce 
costs and streamline our organization 
will put USM in a position to move 
ahead in the new year. We still will be 
faced with a complex and difficult 
U.S. tax situation, but expect to show 
better results this year. 

We are most grateful to those em- 
ployees who helped us in this past 
difficult year to maintain our competi- 
tive stance and to respond to our 
problems and challenges. In the new 
year, we have confidence in their 
cooperation and support as we all 
work to improve our earnings. 


JArtwe— SF. (ae 


William S. Brewster 
Chairman and Chief 
Executive Officer 
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Herbert W. Jarvis 
President 
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Bostik Chemical Group 


Fiscal 1972 Fiscal 1971 
Volume $ 81,988,000 $ 76,596,000 
“Operating Profit $ 6,048,000 $ 5,085,000 


Worldwide revenues for the Bostik 
Chemical Group again reached a new 
high, with record levels attained in 
each of its four regional areas. The 
Group benefited from the wide geo- 
graphical diversification of its opera- 
tions with depressed shoe industry 
conditions in the U. S. offset by the 
buoyancy of the major European 
markets served, resulting in group 
profits showing a substantial increase 
over the previous year. 

In a realignment of corporate execu- 
tive responsibilities, Tage Magnusson 
was appointed president of the Bostik 
Chemical Group, responsible for 
USM’s chemical product operations 
throughout the world. Mr. Magnusson 
was previously vice president and 
general manager for the Group’s 
British-European operations. 

From a depressed level experienced 
during the early months of fiscal 1972, 
domestic business improved steadily, 
mirroring a gradual strengthening 
of the U. S. economy. Pacing the 
improvement were sales of high 
performance adhesives specially 
developed to meet the requirements 
of a wide range of demanding 
industrial applications in the appli- 
ance, electronics, building construc- 
tion, furniture, transportation and 
packaging fields. Footwear product 
sales followed the trend of the indus- 
try, remaining sluggish over the first 
three months but showing definite 
improvement in the closing months. 
Sales of tile setting compounds, 
groutings and concrete additives 
remained strong, reflecting high 
activity in the construction industry. 
Sales of high performance coatings 
for commercial and military aircraft 
trailed the prior year, but showed 
some improvement in the final quarter 
of fiscal 1972. Lagging throughout the 
year in response to depressed market 
conditions were sales of textile 
processing chemicals. 

To provide increased capacity for 
the manufacture of both film and 
liquid adhesives and to provide a 
base from which to serve more 
effectively the important Mid-west 
market, a new manufacturing facility 


came on-stream in Marshall, Michigan. 


Although sales were temporarily dis- 
rupted by the move, and by the 
introduction of more sophisticated 
coating techniques in the film ad- 
hesive area, the normal sales pattern 
was restored by year end. Because 
of superior performance and the fact 
they do not involve solvent pollution 
problems, film adhesives are expected 
to replace conventional liquid adhe- 
sives in many large volume 
applications. 

Service to the expanding West 
Coast market has been substantially 
strengthened by the relocation within 
the Torrance, California plant of 
Finch Paint & Chemical Co. of our 
general industry sales office for the 
Chemical Group and of certain ware- 
housing facilities. 

To lessen its dependence upon 
the manufacturing and finishing 
aspects of the textile industry, Crown- 
Metro, Inc. successfully introduced 
a new line of polyurethane all-weather 
coatings used in the rapidly expanding 
fabric coating industry. 

In the European area, revenues and 
profits again reached new highs, 
continuing the steady upward trend 
of recent years. Weather favorable to 
outdoor construction, plus a healthy 
automotive industry in most countries, 
contributed to the sales growth. 
Profits more than kept pace with 
the revenue increases, illustrating 
the benefits of consolidation of certain 
operations, increased productivity as 
new facilities approached maximum 
efficiency, and a tight control of 
expenses at all levels. To insure con- 
tinued profitable growth in the 
European area, a new Central 
Research Laboratory was established 


Tage Magnusson, president of the 
Bostik Chemical Group which is a 
leading worldwide supplier of high 
performance sealants and adhesives. 


near Frankfurt, West Germany in 
January. This laboratory is staffed and 
equipped to serve not only the research 
requirements of the operating com- 
panies in the European area, but to 
undertake long-range product devel- 
opment projects for the future benefit 
of the entire worldwide group. 

In West Germany, Bostik GmbH fur- 
ther consolidated its position as a 
leading supplier of high performance 
sealing compounds in the building con- 
struction, automotive and appliance 
markets. Under extensive field testing 
is a unique sealant which can be 
applied to wet surfaces and is ex- 
pected to find wide application in the 
construction and repair of municipal 
water and sewage treatment facilities. 
In Italy, the new USM Chemical SpA 
registered significant gains in revenue 
and profit and has now developed full 
national distribution of a broad line 
of adhesives and sealants geared 
mainly to the construction market. 

The French company, Bostik, S.A., 
increased its peneration of the con- 
struction sealant market with the intro- 
duction of a simplified one-part, 
polysulfide-based sealant. Wide distri- 
bution has been achieved through the 
European Bostik marketing network. 

In the United Kingdom, the oper- 
ations of United Marketing (Leicester) 
Limited and Bitumen Industries Limited 
were consolidated into Bostik Limited. 
The economies resulting from the 
consolidation, combined with in- 
creased productivity, helped achieve 
a significant improvement in the 
profitability of the U. K. operation, a 
major contributor to the growth of 
the Bostik Group. 


*After allocation of corporate overhead (except 
for interest and other net charges) and before 
taxes and extraordinary items. 


Farrel Machinery Group 


Fiscal 1972 Fiscal 1971 
Volume $ 79,419,000 $ 85,434,000 
“Operating Profit $ 56,000 $ 2,791,000 


Fiscal 1972 was a poor year for sales 
and a bad one for profits in the Farrel 
Machinery Group because of the 
general reduction of capital equipment 
purchases in practically all major 
industries, both domestically and 
abroad. Substantial reductions in 
personnel and expenses were made 
and the closing and consolidation of 
Lombard operations was completed. 

Despite poor results, some major 
accomplishments were realized affect- 
ing our product lines. During the year, 
several new items of rubber and plas- 
tics processing equipment were placed 
in service to meet the need of our 
customers for improved productivity. 
The first large-intermediate size 
Banbury® mixer, the F370, was shipped 
to a major tire producer. The rubber 
industry, which is being pressed for 
radial tire production and mechanical 
rubber goods for automotive safety 
programs, also requires improved out- 
put and accuracy of control. As a re- 
sult, the first tape-controlled Banbury® 
mixer was delivered to a mechanical 
rubber goods producer. In the light of 
this, a program is now underway for 
the complete redesign of all Banbury® 
mixers, intended to make Farrel more 
competitive in the area of laboratory 
and inventory control of product. 

To better serve the requirements of 
the polymer industry, Farrel has devel- 
oped a new model Continuous Mixer 
in response to the increased capacity 
of polymer reactors. In addition, Farrel 
has negotiated a licensing agreement 
with a German company, Automatik, 
to manufacture and sell underwater 
granulators for low viscosity materials 
similar to Nylon. This unit broadens 
Farrel’s present lines of underwater 
pelletizing equipment and will permit 
expansion of the company’s activities 
into the synthetic textile industry. 

The USM Foam Process has received 
encouraging acceptance since its 
commercialization early in fiscal 1972. 
Many of Farrel’s machines equipped 
with foam-molding features are now 
being used in the furniture industry, 
producing high quality parts duplicat- 
ing realistic grain definition and simu- 
lating the hand-rubbed finish of 


quality cabinetry. 

Another breakthrough in technology 
is Farrel’s success in developing a 
process and the machinery for mixing 
and injection-molding glass-reinforced 
polyester materials. Several machines 
have been ordered for making appli- 
ance housings since the Farrel devel- 
opment offers significant cost savings 
to manufacturers, as well as other 
advantages such as the ability to 
mold components that are light in 
weight yet proportionately stronger. 

Of major importance to USM’s 
increased activity in the automotive 
field is the fact that Farrel’s Rochester 
plant has completed development of an 
injection molding system for molding 
rubber parts. Using this system, 
the Bailey Division has secured a 
sizeable order from the automotive 
industry for rubber components relat- 
ing to the new shock-absorbing 
bumper program. These molded rub- 
ber parts will appear on 1973 model 
cars initially and an increase in orders 
is expected for 1974 cars. 

In Farrel’s international operations, 
export sales by the company’s domes- 
tic departments and engineering fees 
paid by overseas licensees were both 
down somewhat from last year, reflect- 
ing the downturn in European business 
activity. 

In licensing, new agreements were 
concluded abroad for the repair and 
manufacture of Farrel equipment and 
for the manufacture of sugar mill 
installations. In addition, a new license 
arrangement was negotiated in Japan 
for the USM Foam Process. 

Since the acquisition in fiscal 1971 
of David Bridge & Co. Ltd. of England, 
Bridge’s operations have been turned 
around from a substantial loss to a 


Franklin Farrel, 3rd, corporate execu- 
tive vice president and president of 
the Farrel Machinery Group. Farrel is 
a major producer of rubber and plas- 
tics machinery. 


profit position, despite very poor book- 
ings for the last seven months of the 
past year and consequent heavy cut- 
backs in personnel. 

Although the results of the various 
operations of the International Division 
of the Farrel Group were generally 
good, the bookings of the major 
licensees were down, which means 
that fees to be paid in the next fiscal 
year will also be down. 

Depressed business conditions per- 
sist for most of the products Farrel 
Company designs and manufactures 
and no major market improvement is 
foreseen until the end users of the 
division’s products experience an 
upturn in orders that will justify 
expansion of their facilities or replace- 
ment of older, less efficient equipment. 
Meanwhile, every effort will continue to 
be made in careful control of expenses, 
in quality engineering input for 
Farrel’s products and in developing 
a well-balanced program for product 
improvement. 


“After allocation of corporate overhead (except 
for interest and other net charges) and before 
taxes and extraordinary items. 


United Machinery Group | 


Fiscal 1972 Fiscal 1971 
Volume $190,219,000 $176,677,000 
“Operating Profit $ 8,945,000 $ 9,084,000 


Fiscal 1972 was the first full year of 
operation for the United Machinery 
Group after the divestiture, by court 
decree, of Transamerican Shoe 
Machinery Corporation, a highly 
profitable segment of our domestic 
shoe machinery business. 

The changes introduced to reduce 
this impact on our earnings resulted 
in gradual improvement by mid-year. 
The successful introduction of new 
products, rationalization of develop- 
ment, manufacturing and marketing, 
and major cost reduction programs 
contributed to the group’s ability to 
end the year on a stronger note. 

Major emphasis in the past year 
was given to a variety of approaches 
designed to make American shoe 
manufacturers more competitive with 
imports. Among them were the de- 
skilling of fitting room operations, 
traditionally an area of high-cost, 
labor-intensive operations, the increas- 
ing of productivity while at the same 
time reducing costs, and the minimiz- 
ing of “reaction time,” permitting a 
manufacturer to react quickly to 
changes in fashion in order to meet 
consumer needs at the peak of market 
interest. While these developments 
will also benefit our overseas opera- 
tions, it is expected that American 
manufacturers will be able to benefit 
to a higher degree. 

Among the most promising of these 
new product developments is USM’s 
Information Generator System (IGS) 
which has potential for many appli- 
cations in a variety of manufacturing 
situations. Now installed in several 
plants of leading domestic footwear 
manufacturers, the IGS system, oper- 
ating from digitized memory, can 
grade and cut a full range of patterns 
for any given shoe style at tremendous 
savings in time and cost. Another facet 
of the IGS is an experimental, soon to 
be introduced, numerically-controlled 
sewing machine which shows great 
promise in automating the shoemaking 
process both for decorative sewing 
techniques on uppers and for auto- 
matically sewing parts together. Still 
another development is a semi- 
automatic stitcher for French cord 


binding which is now on trial and will 
become commercially available this 
year. 


A dramatic change in footwear man- 
ufacturing related to the use of man- 
made materials was the introduction of 
USM’s “Unidec” system. This system 
utilizes high frequency energy that 
causes thermoplastic upper materials 
to be flow-molded in a matter of 
seconds, resulting in a finished upper 
complete in every decorative detail. 
The system was a direct result of a 
closely coordinated R&D program 
between our Beverly and Leicester 
laboratories. 

In the lasting area, the group has 
successfully introduced new pulling 
and lasting machines developed in 
Britain and West Germany and then 
modified in the U. S. for domestic 
market requirements. Looking toward 
the long-range needs of an industry 
whose requirements are certain to 
change, the group is now developing 
a next-generation lasting system which 
will incorporate even more pulling- 
lasting-cementing operations into one 
machine. 

A major new area of interest is the 
injection molding of liquid urethanes, 
creating a whole new family of soling 
materials for footwear manufacturers. 
The United Machinery Group is now 
successfully introducing a new line of 
injection molding machinery for direct 
injection onto the shoe bottom, as 
well as for the manufacture of pre- 
molded sole and heel units. We look 
to this as a promising area of future 
worldwide growth. 

The group last year introduced a 
new lining material, Acquiline, into 
both the United Kingdom and Con- 
tinental Europe, which has proven 
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Thomas D. Welch, corporate executive 
vice president and president of the 
United Machinery Group with 

C. George Bennion, a director of USM 
and managing director of the group in 
the British/European/Latin Area. 


commercially successful. In addition 
there is renewed emphasis being made 
in marketing USM shoe machinery and 
systems in Southern Europe and in 
less industrialized nations which have 
the potential for dramatic future mar- 
ket growth since they reflect the 
changing nature of footwear manu- 
facture abroad. 

New manufacturing arrangements 
have been established in Mexico to 
allow for more local production of 
some machines. Action has also been 
taken in the area to rebuild our mar- 
keting skills in key growth regions. 


During the past year, the British 
government has been investigating the 
supply and export of shoe machinery 
in the U.K. where our British company 
conducts a significant portion of our 
consolidated business. We cannot 
predict when the investigation will be 
completed nor what, if any, changes 
in industry or company practices 
may result. 

For our general industry markets, 
several new product introductions 
were made which are expected to 
contribute to results next year. Our 
cutting press line in the U. S. has been 
expanded to include large area, high 
tonnage machines, thus further sup- 
porting our total systems capability in 
cutting equipment. In the apparel 
field, a new automatic fusing system 
for use with lower cost labels was 
introduced. 

The Dyna/Pert line has been broad- 
ened by the addition of computer- 
controlled machines for automatically 
sequencing and inserting components 
into printed circuit boards. Several 
machine systems were installed in 
plants of leading electronics manu- 
facturers. 

For the new year, the general im- 
provemem evidenced in late fiscal 
1972 is expected to continue and 
grow as Our new organization develops 
and as the industries we serve regain 
their own momentum. 


*After allocation of corporate overhead (except 
for interest and other net charges) and before 
taxes and extraordinary items. 


USM Fastener Group 


Fiscal 1972 Fiscal 1971 
Volume $ 69,452,000 $ 63,680,000 
“Operating Profit $ 7,454,000 $ 5,746,000 


The USM Fastener Group worldwide 
reported significant increases in fiscal 
1972, including a 9% increase in 
revenues and a 30% increase in 
operating profits. 

The increase occurred mainly in the 
U. S. where most fastener divisions 
participated in the slow recovery from 
sluggish business levels of the previ- 
ous year. U. S. volume also benefited 
from the success of more effective 
marketing programs which were intro- 
duced during the year. 

Marked improvement was experi- 
enced in the automotive market, both 
in the U. S. and the United Kingdom, 
where the volume of Warren stud 
welding systems delivered was greatly 
increased over last year. Another 
market that responded to an improving 
economic climate in the U.S. was 
the construction field which accounted 
for greatly improved sales of Ammo 
powder-driven pins and Parabolt 
drop-in anchors. 

Profitability in the U. S. was further 
helped by reductions in administrative 
costs, notably in our Parker-Kalon 
Division. In September 1971, facilities 
connected with administration, data 
processing, marketing and sales 
development of Parker-Kalon products 
were moved from Clifton, N. J. to 
Shelton, Connecticut with a conse- 
quent savings resulting from this 
rationalization. 

Internationally, the Group’s volume 
and results were improved in the year 
by new operations in Austria and 
Spain. 

Early in 1971 the former Fastener 
Division of the USM Oesterreich 
GmbH Vienna, was separated and con- 
verted to an Austrian sales branch of 
Tucker Metallwaren, West Germany. 

In July 1971 we acquired a majority 
interest in the newly formed Sistemas 
de Fijacion Tucker, S. A. Its activities 
will include the manufacture of 
Fastener Group products, and a plant 
near Madrid is expected to be com- 
pleted in September 1972. 

Increased revenues and profits were 
also reported in West Germany, and 
additional market penetration was 
obtained in West Germany, France, 


Ronald J. Hodge, group managing 
director and Theodore J. Sweeney, 
corporate vice president. USM is a 
major worldwide supplier of indus- 
trial fasteners and fastener systems. 


Spain, West Africa and Eastern Europe 
for a number of fastener products. 

However, these improvements were 
offset by lower levels of business 
activity in certain European markets, 
notably the U. K., where a recession 
combined with continuing cost infla- 
tion placed exceptional pressure on 
profit margins. 

Additionally, group revenue in the 
international sector was restricted in 
certain areas by import quotas, import 
duties, price controls and more 
recently, by confusion in foreign 
currency exchange rates. 

In our research and development 
efforts, considerable progress has 
been made over the past year towards 
a rationalized and integrated research 
and development program in which all 
units of the worldwide Fastener Group 
participate. A number of major projects 
involving either new fastening products 
or new manufacturing processes have 
been initiated reflecting these joint 
efforts. 

Product development abroad re- 
sulted in the manufacture of a line of 
metric threaded wall anchors intro- 
duced in France, and in anticipation 
of the movement to the metric system 
in the U. K., George Tucker Eyelet 
Company began the manufacture and 
marketing of metric-sized eyelets, 
Parabolts and Jack Nuts. During fiscal 
1972, the Group also undertook market 
testing of a threaded blind rivet and 
an expanding sealing plug. 

As a result of our new organization, 
our Fastener companies now report 
to a single, informed management 
group which assists the efforts of the 
various units in being increasingly 
responsive to changes which must be 
made to meet the needs of our world- 
wide markets. 


*After allocation of corporate overhead (except 
for interest and other net charges) and before 
taxes and extraordinary items. 


Special Products Group — 


Fiscal 1972 Fiscal 1971 


$ 41,258,000 $ 34,271,000 
690,000 $ 1,373,000 


Volume 
*Operating Profit $ 


Despite substantially increased vol- 
ume, the group had a disappointing 
year due to poor Motion Technology 
Division results, principally the Spiras 
losses which were substantially 
reduced by year-end. There was 
improvement in the Fabrication Divi- 
sion, partially offset by a slightly 
poorer year for Truelove & Maclean. 


Fabrication 

Bailey Division finished fiscal 1972 
having substantially improved per- 
formance over the prior year. 

A major supplier of window channels 
and weather stripping to the auto- 
motive industry, Bailey’s peak volume 
reflected the activity of its major 
customer, the American automotive 
industry, which experienced one of the 
largest production years in Detroit’s 
history. 

Also at an all-time level were sales 
to the construction field, another 
important customer for Bailey’s woven 
pile weather stripping and seals used 
in aluminum doors and windows. 

Physically, the Bailey facility was 
expanded by a 40,000 sq. foot addition 
to the recently completed Seabrook, 
N. H. plant which will permit Bailey 
to greatly increase its molded rubber 
products operation. The new addition 
houses a number of injection molding 
machines for the production of stone 
deflectors and sight shields for use 
on 1973 automobiles in conjunction 
with the Automotive Safety Bumper 
Program. The addition also houses a 
modern painting system to provide 
these products with the ultimate in 
color matching with automotive bodies. 

Helping offset sluggish sales in 
S. A. Felton & Son Company’s line of 
industrial and consumer brushes was 
the reception given its products 
introduced a year ago for the auto- 
matic car wash industry. Now in 
operation in a number of commercial 
car washes as well as the New York 
Port Authority and the Chicago 
Transit Authority, the brushes range 
from small hand-detail items to giant 
train, truck and bus brushes 20 feet 
long and five feet in diameter. 

USM’s Consumer Products Division 


j 
 * 


or 
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experienced its greatest activity 
during the year with the USM Electric 
Glue Gun utilizing hot melt adhesive. 
A new trigger-operated gun was 
marketed in January along with longer 
glue sticks designed for the gun’s 
increased capacity. 

A major market for the guns is the 
carpet installation field where, in 
place of conventional seam sewing, a 
combination of hot melt tape and the 
USM glue gun is used. Carpet installers 
also use the glue gun for repairs 
in inaccessible areas and for the 
seaming of cushion-backed carpeting. 

“POP” Rivetool kits for the mobile 
home market and for camper repairs 
were introduced and sold well last 
year, as did a kit for the snowmobile 
market used for emergency repairing 
of cleats on tracks. 


Motion Technology 

In spite of disappointing results, 
USM’s Motion Technology companies, 
in fiscal 1972, applied their related 
technologies to interesting new 
products. 

In the area of precise motion 
control, we acquired in March 1971 
Icon Corporation, a manufacturer of 
numerical controls which interface 
with computers and machinery to 
provide automated machinery oper- 
ations. Within USM, Icon provided 
digital controls for the IGS program 
and for our Dyna/Pert line, both of 
which are marketed by our United 
Machinery Group. In the market at 
large, Icon specializes in positioning 
control systems. Automatic stitching, 
machine tool operations and aircraft 
riveting are just a few areas where a 
machine or product is positioned in 
space by an Icon system. 

USM’s Gear Systems Division and 
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Walter L. Abel, vice president and 
director of research, holds a card of 
the mini-computer used in second- 
generation USM productivity systems. 


Schaeffer Magnetics Inc., cooperated 
this year on the successful Jupiter 
Fly-By program of NASA in a device 
to train the spacecraft’s cameras on 
Jupiter to permit pinpoint photography 
of the planet’s surface. 

Also in the space area, Gear 
Systems’ Harmonic Drive lightweight 
and reliable wheel transmissions went 
to the moon in the lunar roving 
vehicle, greatly assisting the success 
of the Apollo 15, and most recently, 
the Apollo 16 flights. 

In a different application, Harmonic 
Drive is at the heart of a new 
commercial hoist developed at Gear 
Systems. A breakthrough in the field, 
the USM electric cable hoist is the 
first compact, low-cost, variable speed 
hoist designed for the commercial 
market. Estimates point to a multi- 
million dollar market for the new 
product which will appear com- 
mercially in June. 


Truelove & Maclean 

This company, which supplies pre- 
cision metal goods to a broad list of 
manufacturers, continued to make a 
substantial earnings contribution but 
experienced the effects of the 

general slowdown in fiscal 1972. While 
price competition restricted profits, 

T & M nevertheless maintained its 
record of substantially exceeding 
industry averages. Increasing cus- 
tomer requirements and the generation 
of new business indicated substantial 
improvement at year-end. 


*Atter allocation of corporate overhead (except 
for interest and other net charges) and before 
taxes and extraordinary items. 


Corporate Review 


The past year was a very trying one 
for the Corporation in the area of 
manpower planning and utilization. 
Because of the low level of business 
activity and the consequent need to 
reduce personnel, USM’s employment 
ranks were cut back at most of our 

U. S. operations. Early retirement was 
granted wherever possible, and 
equitable severance allowances were 
provided in the remaining instances. 


We learned through these difficulties 
to manage more effectively and 
efficiently and as a result we are 
today a lean organization, well- 
equipped to move the Corporation 
forward on a sound basis. Major 
personnel reductions are behind us. 
In some units we anticipate increasing 
employment, but as our business 
improves we expect to remain a 
lean organization. We believe that our 
present management, which has been 
restructured more productively and 
consolidated in many areas to trim 
costs, is in an excellent position to 
provide better long-term growth 
for USM. 


The importance of moving forward 
in all areas of equal opportunity 
employmeni has not diminished, how- 
ever. Affirmative action programs 
have been reviewed and are being 
expanded to encompass compliance 
with all phases of governmental 
requirements. 


After a careful study, several com- 
puter operations were merged into 
one Regional Data Processing Center 
which is located at Wakefield, Mass. 
This move improves control and 
security of the computer operations 
and has added to our computational 
capabilities while substantially reduc- 
ing expenses. All U. S. divisions of 
USM’s operations can share in the 
use of these facilities. 


There have been few acquisitions 
in the past year as discussed under 
the Financial Review and only excep- 
tional cases which particularly benefit 
the Corporation will be considered in 
the new year. 


The primary focus of USM’s 
Corporate Planning activities has been 
on the short-term need to improve 
profits and cash flow. At the same 
time, considerable effort has been 
spent in reviewing USM’s long-range 


strategy to refine the future direction 
of the Corporation. The recently 
established worldwide product groups 
have facilitated product planning on 

a global basis and the Corporate 
Planning Department’s main task for 
the future will be recommending the 
role each group will play in the 
execution of this strategy. 
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Financial Review 


Gross Revenues 

Gross revenues from continuing 
operations for fiscal 1972 increased 
$25,678,000 or 6% to $462,336,000 
from $436,658,000 a year ago. 


Earnings Decline 
Income from continuing operations, 
before extraordinary items, declined 
to $4,861,000 or $0.74 per common 
share, compared with $8,024,000 or 
$1.29 per common share a year ago. 
The results for fiscal 1972 were 
reduced by losses from discontinued 
operations of $1,306,000 or $0.32 
per common share, compared with 
$354,000 or $0.07 per common share 
for the previous year excluding net 
incremental income of Transamerican 
Shoe Machinery Corporation, divested 
on February 2, 1971, of $2,328,000 
or $0.48 per common share. 
Combined income from continuing 
and discontinued operations before 
extraordinary items was $3,555,000 
or $0.42 per common share for fiscal 
1972 compared with $7,670,000 or 
$1.22 per common share for the pre- 
vious year, excluding the net incre- 
mental income of Transamerican. 
Income before extraordinary items for 
fiscal 1971, including the net incre- 
mental income of Transamerican, was 


$9,998,000 or $1.70 per common share. 


After extraordinary charges the net 
loss for the year amounted to 
$7,510,000 or $2.28 per common share 
compared with net income last year 
of $2,822,000 or $0.21 per common 
share. 

Extraordinary charges for fiscal 
1972 include a gain resulting from the 


sale of certain real estate, losses 

and costs associated with the dis- 
continuance of certain unprofitable 
product lines and the close-down 

of a loss subsidiary, the write-off of 
unamortized stock option expense 
and related taxes in connection with 
USM’s Career Executive Incentive 
Stock Purchase Plan, the write-off of 
goodwill which was determined by 
management to have no continuing 
value, and a charge against income for 
anticipated costs of a planned close- 
down of a subsidiary. 

During fiscal 1972, USM retro- 
actively adopted the equity method 
of accounting for its investments in 
20% to 50% owned affiliates, under 
which its share in their earnings for 
the respective periods is included in 
current income. In prior years USM 
reflected in consolidated income only 
the dividends received from these 
companies. The effect of this change 
was to decrease the net loss for 
1972 by $59,000 or $0.01 per common 


Volume Distribution from Continuing Operations (millions of dollars) 
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William H. Alvord, vice president and 
chief financial officer, with William 
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share and increase the net income 
for 1971 by $178,000 or $0.04 per 
common share. 

Worldwide volume and pre-tax 
income of all USM’s groups are 
shown in the table ‘Distribution of 
Volume and Pre-Tax Profits (Losses) 
of Continuing Operations.” 


International Operations 
Gross revenues of our international 
subsidiaries amounted to $234,539,000 
in fiscal 1972 compared to 
$209,447,000 in fiscal 1971. Included 
in consolidated net income (loss) is 
USM’s equity in the net income of its 
international subsidiaries and affiliates, 
after foreign dividend withholding 
taxes and charges against income for 
reserve accounts, amounting to 
$10,996,000 for fiscal 1972 compared 
to $10,297,000 for the previous year. 

Dividends received from interna- 
tional subsidiaries and affiliates con- 
tinued at a low level amounting to 
$1,185,000 in 1972 as compared with 
$749,000 in 1971. 

USM has for some years maintained 
a reserve to provide for currency 
fluctuations and certain contingencies 
of foreign operations. In fiscal 1972, 
the excess of losses over gains result- 
ing from fluctuations and realignment 
of foreign exchange rates was charged 
to this reserve in the amount of 
$460,000. 
Acquisitions 
During the year, USM’s acquisition 
program was relatively dormant, with 
Icon Corporation being the only 
company acquired, as was described 
in our 1971 Annual Report. 


Total 
500 


1968 1969 1970 1971 1972 


USM also acquired the minority 
interests of S. A. Felton & Son 
Company, Krippendorf Kalculator 
Company and Lombard Industries, Inc. 
Capital Expenditures 
Excluding the fixed assets acquired 
by the purchase of companies, capital 
expenditures, including lease 
machinery, amounted to $28,541,000 
in fiscal 1972. This compares to 
$34,360,000 in fiscal 1971. The ex- 
penditures were divided as follows: 


Fiscal 1972 Fiscal 1971 
(000 Omitted) 
U.S.A. $11,043 $15,233 
International $17,498 $19,127 
Total $28,541 $34,360 


Tax Litigation 

In fiscal 1964, USM paid additional 
Federal income tax assessments plus 
interest of $11,300,000 resulting from 
the examination of tax returns for the 
fiscal years 1956-1962. In fiscal 1969 
a suit on its claim for recovery of 
these assessments was filed. In 
February 1972, USM received notifi- 
cation from the United States Attorney 
General that the offer, made by USM 
in 1970 to settle this litigation, had 
been accepted. Under the terms of 
the settlement, which has been con- 
firmed after review by the Joint Com- 
mittee on Internal Revenue Taxation, 
USM will receive $3,472,000 which 
includes interest. Of this amount, 
$137,000 or $0.03 per common share, 
applicable to each of the fiscal years 
1971 and 1972, has been included in 
consolidated income and income for 
fiscal 1971 has been restated to reflect 


this. The balance of the refund, 
$3,198,000 has been reflected as a 
restatement of retained earnings at 
March 1, 1970. 


Other Tax Matters 
As a result of the examination of the 
company’s income tax returns for 
the fiscal years 1963-1969, the Internal 
Revenue Service has proposed sub- 
stantial assessments of additional 
Federal income taxes. The proposed 
deficiencies arise from the Internal 
Revenue Service’s allocation of certain 
corporate expenses to foreign source 
income for purposes of computing 
the foreign tax credit limitation, 
capitalization of certain items 
expensed by the company and adjust- 
ment of various other deductions 
taken by the company in those years. 
Although the company is contesting 
the proposed assessments and, in 
December 1971, filed a petition with 
the Tax Court for relief, management 
has decided to make an additional 


C. Morgan Hussey, corporate secre- 
tary, shown with Robert W. Maynard, 
vice president and general counsel. 


provision of $3,000,000 for these 
assessments. This amount, which is 
applicable to years prior to fiscal 
1971, has been reflected as a restate- 
ment of retained earnings at 

March 1, 1970. 

The effective income tax rate for 
1972 increased to 57.5%. This exces- 
sive rate was primarily due to those 
domestic losses that received no tax 
benefit. 


Common Stock Dividends 
As a result of USM’s reduced earnings 
and recommendations by manage- 
ment, the Board of Directors, on 
June 24, 1971, voted to reduce the 
dividend on the common stock for the 
quarter from $0.40 to $0.25 per share, 
and on September 23, 1971, they voted 
to further reduce the dividend to 
$0.10 per common share. 

In the future USM may retain a 
greater portion of earnings than in the 
past to finance its growth. 


Debt 
During the year total debt was 
reduced from $147,280,000 to 
$146,202,000. This decrease reverses 
the trend of the five previous years 
during which substantial increases in 
debt were incurred in each year. 
Total debt would have decreased 
an additional $5,800,000 if it were 
not for the adverse effect on our 
foreign debt of the revaluation of 
certain currencies, principally the 
British pound and the Swiss franc. 
Interest expense increased to 
$12,160,000 in 1972 compared with 
$10,957,000 in 1971. 


Distribution of Volume and Pre-Tax Profits (Losses) of Continuing Operations 
(000’s Omitted) 


= - 1972 - 1971 
Pre-Tax Pre-Tax 
Profit Profit 
Volume (Loss)* Volume (Loss)* 
United Machinery Group $190,219 $ 3,923 $176,677 $ 5,514 
Bostik Chemical Group 81,988 3,808 76,596 3,502 
Farrel Machinery Group 79,419 (1,940) 85,434 1,321 
USM Fastener Group 69,452 5,844 63,680 4,683 
Special Products Group 41,258 (288) 34,271 946 
$462,336 $11,347 $436,658 $15,966 


Totals 


*After allocation of management and other general overhead, including interest and other net charges 


and before extraordinary items. 
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Consolidated Balance Sheets 


Assets 


Current assets: 


February 29, 
1972 


February 28, 
1971 


CAShis cel tet cle reece Sk Se ge ee ee $ 11,712,000 $ 11,348,000 

Short-term investments at cost, which approximates market 3,928,000 14,836,000 

Accounts and notes receivable: 

Trade, less allowances for doubtful accounts of 

$4,437,000) and: $3356 0008 © ee ce 89,006,000 83,748,000 

Oe hee a Pee eee = Soci SPSS ot eee ar eee ee 6,835,000 7,832,000 

Recovery of Federal income taxes (note H) ..............0.....0.00. 4,170,000 3,335,000 

Inventories (note D): 

Raw:  imatetials...cceet ce eee ee eee teen eae 27,953,000 26,586,000 

WOrKcIM PlOCOSS.- ceca 5 sok ca etre eee Re et eee cee 40,679,000 46,106,000 

Finished goods tt 4x0 sr dsce cco ee Meter eae, Ree ee 69,444,000 69,918,000 
138,076,000 142,610,000 

Deferred: income:taxes: (note:H)) 3495 ee ee ee 5,752,000 4,248,000 

Totalicurrent assets)... sch eg oe ee 259,479,000 267,957,000 

Leased machinery at cost, less accumulated depreciation of 

$45,368,000 and $46,160,000 and machines and parts on hand 

at cost $28,040,000 and $25,749,000 (note E) .........0 64,650,000 63,677,000 

Property, plant and equipment at cost (note E): 

Land. and bulldingS.....62):cnse oe ee ee eee 78,650,000 76,993,000 

Manufacturing machinery, tools and equipment .................... 137,663,000 134,115,000 

Vehicles; furniture and fixtures ~).0. eee 18,337,000 17,908,000 

Unfinished’ construction’ 2... eee 4,425,000 5,905,000 
239,075,000 234,921,000 

Less .accumulated depreciation =. 5. eee eee 126,571,000 121,313,000 
112,504,000 113,608,000 

Investments: 

Affitiated ‘companies: (note Bim... tc eee 3,856,000 3,734,000 

Othereat:.costssce te ee ee Re ee ee a ee re 1,281,000 1,445,000 

Goodwill, patent rights and other intangibles at cost less 

amortization of $1,458,000 and $1,676,000 (notes A and F) 31,182,000 33,519,000 

Deferred charges and other assetS .oooooooocooccccecccceeceees 11,664,000 15,210,000 

$484,616,000 $499, 150,000 


The accompanying notes are an integral part of the financial statements. 


Liabilities 


Shareowners’ 


Equity 


Current liabilities : 


February 29, 
1972 


February 28, 
1971 


Balik mlO ass amen ee meri 60 Lea hs etn Ie mde 6 See Sas $ 24,499,000 $ 33,381,000 

Current maturities of long-term debt (note O) 24,568,000 10,352,000 

Accounts and notes payable, trade 0, 32,386,000 29,589,000 

United States and foreign income taxes (note H) .................... 14,881,000 15,513,000 

Accrued pension expense (note G) oo. ccccecce cece. 8,183,000 8,667,000 

Other accrued expenses and: liabilities 2 pet ee tees 27,030,000 30,616,000 

Total ecormenteta putes sx esc ote. ea es ote cae Och nds 131,547,000 128,118,000 

FONG tenis Ge Ot MOLL @)ietan rae aoc ek tee kN ees 97,135,000 103,547,000 

Provision for unfunded foreign pensions (note GQ) ................ 10,055,000 8,767,000 

Reserve for foreign operations (note C) 0... 1,429,000 1,689,000 

Deterred=income, taxes (notesH) 67) se. ee nae 9,869,000 9,714,000 

Excess of net assets over cost of acquired companies 

(NOTESE Atanas lieth oe. ede ee ete RTL ere Rta Sun 2,619,000 2,468,000 

OIhemnGneucrentsliabilitieS*. ==) seta o. ee ee en ee 4,136,000 3,164,000 

MINOUGVEAQIEleStaKNOlLeLA)) Wan cceeee ee econ hee eee 1,596,000 2,736,000 

Litigation and contingent liabilities (note 1) 

Capital stock: 

Preferred, 6% cumulative, par value $25 per share, 

authorized 600,000 shares; issued 423,908 

Shares (MOLES. Us ANCae kerr ee ere ere Neen Eg 10,598,000 10,598,000 

Convertible preference, $2.10 series, cumulative, without par 

value, authorized 778,800 shares, outstanding 723,084 and 

123,359 .SNAlreSa (NOLES mse ANiG tee) ween eee tee ee lace eel at 36,154,000 36,168,000 

Preference, without par value, authorized 600,000 

shares (note J) 

Common, par value $12.50 per share, authorized 10,000,000 

shares; issued 4,122,932 and 4,092,909 shares (notes L and P) 51,537,000 51,161,000 

Additional paid-in capital (note P) en, 15,205,000 15,181,000 

Retained earnings (notes B, H and O) 2... 120,942,000 133,763,000 

234,436,000 246,871,000 

Less cost of shares in treasury 8,206,000 7,924,000 

Preferred: 223,908 shares 

Common: 18,320 and 8,845 shares ; 

OrAMSNALCOWIIElS @ COUNV ne 2. stereo eras nce n Aad een eee 226,230,000 238,947,000 
$484,616,000 $499, 150,000 


Consolidated Statements of Income (Loss) and Retained Earnings 


February 29, February 28, 
For Fiscal Years Ended 1972 1971 
Gross revenues from continuing operations : 
Sales and other operating inCOmMe: ....-...22.2222.2.20.5. 2552s insect tet eae oe ne $424,825,000 $399,432,000 
Leased machinery revenue. (mote: K) cc. 2 cna ae 37,511,000 37,226,000 
462,336,000 436,658,000 
Cost and expenses (notes E and F): 
Gost oF sales: chi ere SS oe 302,964,000 280,130,000 
Gost of leased machinery operations (mote: K) 2<..2...<....-.:.55 52 iee e enee 16,335,000 15,829,000 
Selling and ‘administrative™ 20. ..cc ae ee 106,604,000 103,344,000 
Research. and: development 44.2) 22.352 ree ee sich @ape Seen wate ker Caer eee 13,240,000 13,276,000 
439,143,000 412,579,000 
Operating “InCOMO@ \ :456 5 oe es ee ee 23,193,000 24,079,000 
InterGst ExPONSe vice ecks cei Peele dese ni eletins entice! cae ee ee (12,160,000) (10,957,000) 
Other.income less other Charges ©... 4.4.5.0 ee eee 314,000 2,844,000 
11,347,000 15,966,000 
Provision for United States and foreign income taxes (note H): 
GUT NAT sie ion ssn a te a at ee 7,982,000 6,293,000 
Deferred oni ses sias cece aeons ssee eee cl eee (1,461,000) 1,645,000 
6,521,000 7,938,000 
4,826,000 8,028,000 
Equity in net income of affiliated companies (note B) ....... EN ene, ok Pe Oe at er 165,000 261,000 
Minority interest: {note A) (....320 fe ee ee eee PR (130,000) (265,000) 
Income from continuing operations before extraordinary items... eee 4,861,000 8,024,000 
Loss from discontinued operations. {potevA) 2.4 (1,306,000) (354,000) 
Net incremental income of Transamerican — divested operation (note A)... 2,328,000 
Income before. extraordinary .items 2.225 2 2 ee 3,555,000 9,998,000 
Extraordinary items (mote: NY 5 occu a (11,065,000) (7,176,000) 
Net income (loss) Re Mee nk Der Me =. - © esr (7,510,000) 2,822,000 
Retained earnings at beginning of year: 
As previously. reported 26... 2 ices cg scecsaccacless oe ee ee 163,148,000 
Add — Settlement of Federal income tax claim (note: H) Sooo ae eee ee ee 3,198,000 
Equity in accumulated earnings of affiliated companies (note B) ...................0cce 182,000 
a 166,528,000 
Less —Provision for prior years’ income taxes (mote H) ....2.......:..0c0-cecccccceeeceteeteececes Dee reeeees 3,000,000 
AS restated 2.00.06 oo Ree ee 133,763,000 163,528,000 
Retained earnings of a company pooled without retroactive restatement 0... 78,000 
- 126,253,000 166,428,000 
Cash dividends paid: $1.50 per preferred share; $2.10 per convertible preference share; 
$0.85 per common ‘share: (1971 —$1:62).-.... ee ee 5,293,000 9,684,000 
Distribution of Transamerican capital stock (note A) o.....0...cocccccccccecceceececeece eee eee cece 22,933,000 
Excess of cost over par value of reacquired shares retired eee. 18,000 48,000 
5,311,000 32,665,000 
Retained earnings at'end of year (noie.O): =. ee eee $120,942,000 $133,763,000 
Earnings (loss) per common share (note M): 
Income from continuing operations before extraordinary iteMS 222.22... $ 0.74 $ 1.29 
Loss fron: discontinued ‘operations 2c .....5.5 oo) Jee oe ee ee (0.32) (0.07) 
Net incremental income of Transamerican — divested operation .200.000..0.000occcceeceeeceee. 0.48 
income before extraordinary items (2:03. Se ee ee eee 0.42 1.70 
Extraordinary items 5.0.5.5 Ge cee a ee ee ee ee ee (2.70) (1.49) 
Net income (loss) 025.500 ee eee $(2.28) $ 0.21 


The accompanying notes are an integral part of the financial statements. 
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Consolidated Statements of Changes in Financial Position 


For Fiscal Years Ended 


Resources provided: 
Income from continuing operations before extraordinary items 


February 29, 
1972 


$ 4,861,000 


February 28, 
1971 


$ 8,024,000 


Berectaion and-amortization (notes E-and F) s..5.sid5..0-cos.c.cceedes coches snssevdasecocesovtotenden: 20,599,000 19,170,000 
Deferred income taxes (note H) 2.0... ee. “oa sean ae aN eer Dae Ae nea aaiees 852,000 2,767,000 
Other expense or income not affecting working capital 0c 1,324,000 966,000 
Working capital provided from continuing operations AR 27,636,000 30,927,000 
REECE SCONLINMICCWOPELAONS ey ech ce We ck sev a. wcnigled ga ued nations Sdah oa (1,306,000) (354,000) 
Net incremental income of Transamerican — divested operation (note A) ................ 2,328,000 
Depreciation and amortization — discontinued and divested operations... 179,000 1,795,000 
Working capital provided from continuing and discontinued operations 26,509,000 34,696,000 
Working capital used by extraordinary items (note N) 20.0.0... (2,189,000) (8,889,000) 
Working capital provided from operations and extraordinary items 0000000... 24,320,000 25,807,000 
Extraordinary items not affecting working capital (note N) 0... (8,876,000) 1,713,000 
Revaluation gains on working capital credited to reserve for foreign operations (note C) 3,696,000 8,000 
Net assets of Transamerican divested, net of working capital 0. 7,853,000 
Assets of subsidiary sold, net of working capital (note N) 00. 2,829,000 
Decrease in investment in Spiras Systems, Inc. (note A) .............0...0.00- cee 9,129,000 
Rr MINA AICO ICS ee ere eos Ss ee Ea ee ella oa or es RD 5,146,000 
Long-term borrowing (note O) 2.00.0... ee te cee OS tee ee ee 15,605,000 29,909,000 
tees SOIC OF TOTO — TC 3.5 oath ea eee hese Sache nae ciees sedge en een 6,093,000 3,968,000 
Stock issued for acquisitions, minority interests and options (note A) 0... 408,000 6,324,000 
EN ceunels tne fuld the aoa 8 ARR eee RO ates mia aun A ae aI AeA” toe Mince arene a eee eee 4,361,000 1,007,000 
$ 53,582,000 $85,718,000 


Resources applied: 


Net assets of purchased companies, other than working capital $ 135,000 $ 6,456,000 
Beeerirvenierests purchased (NOte’ A) 2.25... seccee ras ee se ee cen eee. 1,582,000 
Excess of cost over equity in net assets acquired (note A) eee. 3,293,000 1,573,000 
Excess of equity in net assets acquired over cost (note A) 0. (470,000) (2,605,000) 
Pranions to property, plant and equipment oo... c..coioo ko cecen eccancnceccccenetaeesentneees 14,971,000 20,384,000 
MMIC IS OT SAS PIMACITINIGN Yt oes eee ee ga et Fone eee dene nods obkee ba 13,570,000 13,976,000 
SAE CISTI oe see Pah PAN. ede eek ee RON cece ER Fh op 5,293,000 9,684,000 
Psiapution of Transamerican capital StOCK o......2.c0.6. ie cca ce cece ne orescence canna 22,933,000 
Purchase of treasury and optioned shares (note P) 0 537,000 27,000 
SOTO CLIC DE (TOL) rte arc ahr resect ae an as ac ee Esa 7,365,000 538,000 
Long-term debt falling due within one year (note O) ..202..0eeccccececeeee eects. 19,039,000 7,080,000 
eee ase(COCTOaSe) IN WOrKING: Capital... 20h. .e-A eerste aa cca oe ee ee eet we (11,907,000) 3,135,000 
NEY oy ate Dud eh sles tate i Ae near te ec nel et Dee ie Re a ane Bae Ne EL aa a ot Oy ee 174,000 2,537,000 
$ 53,582,000 $85,718,000 
Changes in working capital-increase (decrease): 
(EE ECS Ye pies ae BS Pe Ta So rt Les | ee sect ei re ae, | ee $ (10,544,000) $ 770,000 
Beatie ONCMOLOS TOOCIVADIC fia an ond. SEO hee ke, are ec Pg et eet cadben sy 4,261,000 10,016,000 
Beeemuervrol -COCral wnCOMe tOXOS 0s Se te Sse cet he Re ames 835,000 137,000 
SS BARNES eg ete ON ee oh Be en ey Fog ven etc ne ac vsitenatomaesa raed (4,534,000) 18,523,000 
REC GMITNC OTIC TAX OS Hae teh ne Re ele in eS F ENE RRs ee Bee yeni) 1,504,000 800,000 
RMR RNS Bee ee re Ne Foe a Sar Gi els PNA or Oe Saat 8,882,000 (7,722,000) 
MMR AERITTALUT LIS OT TONG-TeCL I OE tacos oe esc eee oes SS eek eee so ede cence ands (14,216,000) (9,959,000) 
mmeounis and notes payables trade, o.oo... cis ee sees as Rigannverteocssinkse ee a: (2,797,000) (3,742,000) 
Pee tates ANG TOTGION INCOME: TAXES 5 ..ccc sacss x fo sx see sents cab ees cnt veh ger calascicevmtanccenes 632,000 6,503,000 
Accrued pension expense |... Aon Eich Be POOLE BN Sin RS 14 484,000 (4,014,000) 
Other accrued expenses and liabilities 200. UOT TVR RES CRRe e 3,586,000 (8,177,000) 
$ (11,907,000) $ 3,135,000 


The accompanying notes are an integral part of the financial statements. 
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Notes To Consolidated Financial Statements 


Index Of Accounting Policies Note 
Principles of consolidation .......... A 
Investment in affiliated 

COMPANRICS) <a ees B 
International operations ................ C 
INVENLOLICS ~.0 ce s.ca oe eee D 
Depreciation, =... 4. ake E 
Intangibles. 22m sents eee F 
Research and development .......... E 
PENSIONS: 00.0 4c. a eee ee G 
Deferred income taxés .................... H 
Investment tax credit-.3.4..000.0. H 
Leased machinery operations ........ K 
SIOCK-ODUONS =e. eee a 
Earnings (loss) per 

Common: shares. 2s eee M 


A. Principles of Consolidation 


The consolidated financial statements 
include the accounts of the parent 
company and all majority-controlled 
subsidiaries. All of the international 
subsidiaries have fiscal years ending 
December 31. The earlier closing date 
is primarily for the purpose of timely 
transmission of data for consolidated 
statements. Appropriate adjustments 
have been made for distributions and, 
where possible, for intercompany 
transactions between the close of the 
subsidiaries’ fiscal years and the par- 
ent company’s fiscal year, but no 
allowance has been made for earn- 
ings or losses of the subsidiaries 
occurring between such dates. 


In fiscal 1972, the company retro- 
actively adopted the practice of 
reporting changes in financial position 
on aworking capital basis. Previously 
the company reported such changes 
on acash and short-term investment 
basis. Certain account balances in 
1971 have been reclassified to be 
comparable with those of 1972. 


Prior to February 28, 1971 the 
accounts and results of operations of 
Spiras Systems, Inc. were not con- 
solidated with those of the company 
since the terms of the agreement for 
the acquisition of Spiras precluded 
USM from consolidating Spiras until 
certain conditions were met. Based 
upon the performance of Spiras dur- 
ing fiscal 1971, USM had the right to 
and did elect to consolidate Spiras 
on February 28, 1971 and accordingly 
its assets and liabilities were included 
in the consolidated balance sheet at 
that date (see note N). The results of 
operations of Spiras have been 


included in the consolidated state- 
ment of income (loss) from 
March 1, 1971. 


On February 2, 1971, pursuant to a plan 
of recapitalization and distribution, 

the capital stock of Transamerican 
Shoe Machinery Corporation, a wholly- 
owned subsidiary, was distributed pro 
rata to the holders of record of USM 
common stock at the close of business 
on February 1, 1971 (see note N). 
Excluded from consolidated gross 
revenues for fiscal 1971 were the gross 
revenues of Transamerican of 
$7,869,000 for the eleven months 
ended February 1, 1971. These rev- 
enues were reflected in the 
determination of net incremental 
income of Transamerican which repre- 
sents the sales and leased machinery 
revenue of Transamerican less related 
cost of sales, cost of leased machinery 
operations, directly identifiable selling 
and administrative expenses and a 
provision for Federal income tax. 
Directly identifiable selling and admin- 
istrative expenses consist of installa- 
tion, warehousing and payroll expense, 
state income and excise taxes and 
other related costs which were iden- 
tified as being directly incurred in the 
operations of Transamerican during 
that period. 


During fiscal 1972, the company 
decided to discontinue certain of its 
product lines and two domestic sub- 
sidiaries. Costs and expenses relating 
to the disposition of the business and 
assets of these operations have been 
reflected in the consolidated state- 
ments of income (loss) as extraordi- 
nary items (see note N). The results 
of operations of these businesses 
have been presented separately in 
the consolidated statements of income 
(loss). Excluded from consolidated 
gross revenues are the gross revenues 
of discontinued operations of 
$2,053,000 and $3,360,000 for 1972 
and 1971, respectively. These rev- 
enues less related cost of sales, sell- 
ing and administrative expenses and, 
for 1971 amounts only, related income 
tax benefit have been reflected in 

the determination of loss from dis- 
continued operations. 


In March 1971, the company acquired 
the capital stock of Icon Corporation 
for approximately $1,130,000 of long- 
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term notes. The company may be 
required to make additional payments 
based on future earnings but has the 
right to limit such payments to 
$1,800,000. During fiscal 1972 the 
company also acquired the minority 
interests of S. A. Felton & Son Com- 
pany, Krippendorf Kalculator Com- 
pany and United-Lombard, Inc. in 
exchange for 29,700 shares of USM 
common stock and approximately 
$1,912,000. All of these transactions 
were accounted for as purchases. 

The excess of the purchase price over 
the value ascribed to the net assets 

of Icon, approximately $1,113,000, and 
the excess of the purchase price over 
the book value of the minority interest 
acquired in United-Lombard, approxi- 
mately $1,231,000, have been included 
in goodwill. The excess of the book 
values over the purchase prices of 

the minority interests acquired in 

S. A. Felton & Son Company and 
Krippendorf Kalculator Company, 
approximately $469,000, has been 
included in excess of net assets over 
cost of acquired companies (see 

note F). The results of operations of 
these acquisitions have been included 
in the accompanying consolidated 
financial statements from their respec- 
tive dates of acquisition. 


During fiscal 1972, the excess of the 
ourchase price of certain acquired 
businesses over the value ascribed 
to their net assets at date of acquisi- 
tion was increased by approximately 
$949,000, representing assessments 
of additional Federal income taxes 
resulting from the examination of 
Federal income tax returns filed by 
these companies in years prior to 
acquisition. 


B. Investment in Affiliated Companies 


Investments in affiliated companies, 
20% to 50% owned, are carried at 
equity in underlying net assets. In prior 
years the company carried these 
investments at cost and reflected 
dividends in consolidated income as 
they were received. During 1972 the 
company retroactively adopted the 
equity method of accounting for these 
investments, under which the com- 
pany’s share in their earnings is 
included in current income. The effect 
of this change was to decrease the 
net loss for 1972 by $59,000 ($0.01 


per common share) and increase net 
income for 1971 by $178,000 ($0.04 
per common share) and to increase 
retained earnings at March 1, 1970 
by $182,000. 


The excess of the purchase prices of 
these investments over the company’s 
equity in net assets acquired, approxi- 
mately $1,121,000, has been reclas- 
sified to goodwill. The excess of the 
company’s equity in the net assets 
acquired over the purchase prices, 
approximately $124,000, has been 
reclassified to excess of net assets 
over cost of acquired companies (see 
note F). 


C. International Operations 


The assets and liabilities of inter- 
national subsidiaries and equity in net 
assets of international affiliated com- 
panies have been translated to United 
States dollars at exchange rates pre- 
vailing at the end of their fiscal years 
with the exception of property, plant 
and equipment, leased machinery, 
intangible assets, related depreciation 
and amortization, and certain deferred 
charges which have been translated 
at rates of exchange prevailing at 
dates of acquisition. Income and 
expense accounts, except for depre- 
ciation and amortization, have been 
translated at various rates of exchange 
prevailing during the year. 


A reserve for foreign operations is pro- 
vided by an annual charge to income 
of $200,000. Unrealized gains and 
losses from fluctuations in foreign 
exchange rates and certain contin- 
gencies of international operations 
are credited or charged to the reserve. 
In 1972 the excess of losses over 
gains, amounting to $460,000, result- 
ing from fluctuations and realignment 
of foreign exchange rates, was 
charged to the reserve. In 1971, a 

net gain on foreign exchange, result- 
ing principally from the increase in 
the exchange value of the Canadian 
dollar, was credited to the reserve. 


The undistributed earnings of inter- 
national subsidiaries are substantially 
reinvested in the countries of origin. 
Foreign exchange regulations and 
governmental controls, in force in 
some of the countries in which the 
company’s international subsidiaries 
are located, prohibit or restrict the 


export of funds. The amount of undis- 
tributed earnings subject to such 
restrictions at February 29, 1972 was 
estimated to be $3,000,000. 


Gross revenues of consolidated inter- 
national subsidiaries amounted to 
$234,539,000 in 1972 and $209,447,000 
in 1971. Included in consolidated net 
income (loss) is the company’s equity 
in the net income of international sub- 
sidiaries and affiliates of $10,996,000 
in 1972 and $10,297,000 in.1971, after 
provision for foreign dividend with- 
holding taxes and charges against 
income for reserve accounts. The 
company’s equity in the net assets of 
these subsidiaries and affiliates 
amounted to $139,530,000 at February 
29, 1972 and $122,056,000 at February 
28, 1971. 


D. Inventories 


Inventories are stated at the lower of 
cost or market, but not in excess of 

net realizable value. The general bases 
on which costs are determined are 
average and first-in, first-out. 


E. Depreciation Policy 

Depreciation charged to continuing 
operations amounted to $20,335,000 
in 1972 and $19,172,000 in 1971. 


The company provides allowances for 
depreciation of plant properties and 
leased machinery by periodic charges 
to income which are sufficient to write 
off the cost of assets over their esti- 
mated useful lives. Provisions for 
depreciation are calculated ona 
straight-line basis over the following 
estimated useful lives: buildings, 45 
years; manufacturing machinery, tools 
and equipment, 12% years; furniture, 
fixtures and office mechanical appli- 
ances, 10 years; vehicles, 3 years; 

and leased machinery, 62 - 8 years. 
Accelerated depreciation methods are 
used for tax purposes by international 
subsidiaries. In fiscal 1972, the parent 
company and its domestic subsidiaries 
changed from accelerated depreciation 
methods to the straight-line deprecia- 
tion method for tax purposes. 


Expenditures for replacement of leased 
machinery are charged to income by 
certain international subsidiaries. 
Some subsidiaries credit depreciation 
provisions directly to the asset 
accounts. 
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With the exception stated in the follow- 
ing paragraph, the cost of assets dis- 
posed of and related accumulated 
depreciation are removed from the 
accounts, and any resulting gain or 
loss is credited or charged to income. 
Maintenance, repairs and minor renew- 
als and betterments are charged to 
expense as incurred; major alterations 
are capitalized. 


In the parent company, the cost of 
machines returned by lessees is 
removed from the asset account and 
charged to accumulated deprecia- 
tion. Estimated salvage value of parts 
recovered is credited to income, and 
income is charged with the cost 
incurred in dismantling machines 
returned from lease and with the cost 
of parts on hand which have become 
obsolete. 


F. Intangibles 


Amortization of intangible assets 
charged to continuing operations 
amounted to $583,000 in 1972 and 
$259,000 in 1971. Amortization of the 
excess of net assets over the cost of 
acquired companies, amounting to 
$319,000 and $261,000 in 1972 and 
1971, respectively, has been included 
in consolidated income. 


Costs of patent rights are being 
amortized over a five to eight year 
period or their remaining lives; trade- 
marks are not being amortized. The 
parent company and certain domestic 
subsidiaries charge expenditures for 
acquisition or development of patents 
to expense in the year incurred. The 
intangible assets of the international 
subsidiaries are being amortized in 
consolidation over a five to ten year 
period. 


The excess of the cost of acquired 
businesses over the value ascribed to 
the net assets at the date of acquisition 
is included in goodwill and is not being 
amortized except where management 
determines that the life of this intan- 
gible asset is limited, in which event 

it is to be charged to income over its 
estimated useful life or charged cur- 
rently to income if it is deemed to 

have no continuing value. The excess 
of the net assets over the cost of 
acquired companies is being amor- 
tized to income over a ten year 

period. The intangible assets described 


in this paragraph are not subject to 
the provisions of Opinion No. 17 
(Intangible Assets) of the Accounting 
Principles Board. 


At the end of fiscal 1972 goodwill 
amounting to $4,678,000 was deter- 
mined by management to have no 
continuing value and was written off 
as an extraordinary charge, without 
tax benefit, against consolidated 
income (see note N). 


Expenditures for research and devel- 
opment are charged to expense in the 
year incurred. 


G. Pensions 


The company’s pension plans cover 
substantially all of its international 

and domestic employees. Charges to 
income for the cost of these plans 
amounted to approximately $8,000,000 
in 1972 and $7,900,000 in 1971. Costs 
accrued are funded in the United 
States and by some of the international 
subsidiaries. Included in current lia- 
bilities is the excess of amounts 
accrued over amounts paid to the 
Trustees under the U. S. plans. 
Provisions for unfunded pensions have 
been established by those interna- 
tional subsidiaries which do not have 
funded plans. At February 29, 1972, 
unaccrued past service costs, esti- 
mated at approximately $40,000,000, 
are being amortized over a 20 to 

40 year period. 


The actuarially computed value of 
vested benefits, as of the 1972 valua- 
tion date, exceeded the total of pen- 
sion funds and balance sheet accruals 
by $6,400,000 for all domestic plans 
except one, wherein the amounts 
funded and accrued exceeded the 
vested benefits by approximately 
$4,100,000. 


H. Income Taxes 


As a result of the examination of the 
company’s income tax returns for the 
fiscal years 1963-1969, the Internal 
Revenue Service has proposed sub- 
stantial assessments of additional 
Federal income taxes. The proposed 
deficiencies arise from the Internal 
Revenue Service’s allocation of cer- 
tain corporate expenses to foreign 
source income for purposes of com- 
puting the foreign tax credit limita- 


tion, capitalization of certain items 
expensed by the company and adjust- 
ment of various other deductions taken 
by the company in those years. 


Although the company is contesting 
the proposed assessments and, in 
December 1971, filed a petition with 
the Tax Court for relief, management 
has decided to make an additional 
provision of $3,000,000 for these 
assessments. This amount, which is 
applicable to years prior to fiscal 
1971, has been reflected as a restate- 
ment of retained earnings at 

March 1, 1970. 


In fiscal 1964, the company paid 
additional Federal income tax assess- 
ments plus interest of $11,300,000 
resulting from the examination of tax 
returns for the fiscal years 1956-1962. 
In fiscal 1969, the company filed suit 
on its claim for recovery of these 
assessments. During fiscal 1971, the 
company offered to settle its claim 
and, in February 1972, received noti- 
fication from the United States Attor- 
ney General that the offer had been 
accepted. Under the terms of the 
settlement, which has been con- 
firmed after review by the Joint Com- 
mittee on Internal Revenue Taxation, 
the company will receive $3,472,000, 
which includes interest. Of this 
amount, $137,000 applicable to 1972 
($0.03 per share) and $137,000 appli- 
cable to 1971 ($0.03 per share) has 
been reflected as an increase in inter- 
est income in those years. The bal- 
ance, applicable to years prior to 
1971, has been reflected as a restate- 
ment of retained earnings at 

March 1, 1970. 


Certain assets and liabilities at Feb- 
ruary 28, 1971 have been restated to 


reflect the adjustments resulting from 
the above matters. 


The provision for United States income 
taxes in 1971 reflects the reclassifica- 
tion of taxes applicable to the incre- 
mental income of Transamerican 
($2,217,000) and the tax benefit appli- 
cable to discontinued operations 
($114,000). 


United States income taxes recover- 
able for 1972 include claims for 
refunds amounting to $698,000, of 
which $490,000 is related to an extra- 
ordinary charge (see note N), resulting 
from carryback of operating losses. 


The credit for United States deferred 
income taxes in fiscal 1972 resulted 
from pension and other expenses 
deductible in future years. The 1971 
provision for deferred income taxes 
resulted from accelerated deprecia- 
tion for tax purposes (see note E) 
exceeding pension and other 
expenses. 


The provisions for foreign deferred 
income taxes arise principally from 
the use of accelerated depreciation 
for tax purposes. 


The effective income tax rate 
increased in 1972 primarily due to 
those domestic losses that received 
no tax benefit. 


Consolidated net income has not been 
reduced for taxes which would 
become payable upon the distribution 
of unremitted international earnings. 
These earnings are substantially rein- 
vested in the countries in which such 
subsidiaries are located, and neither 
the amounts of future dividends nor 
the effect of possible legislative 
changes upon international earnings 
can be estimated. 


The provisions for United States and foreign income taxes are as follows: 


1972 1971 
United States: 
Gurrent G29. a ee Be he, ore eee $ (2,000) $(1,676,000) 
Deferred’ 440.564. 28: BE a eens Pe PEA aE (2,809,000) 311,000 
(2,811,000) (1,365,000) 
Foreign: 
Currents ee eet ree _ 7,984,000 7,969,000 
Deterredy ees eee ee ea eee eee 1,348,000 1,334,000 
9,332,000 9,303,000 
Total $ 6,521,000 $ 7,938,000 
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The company follows the flow-through 
method of accounting for the invest- 
ment tax credit. In 1972 and 1971, no 
investment tax credits were utilized. 
United Kingdom investment grants 
and other foreign investment incen- 
tives not relating to income tax 
expense, amounting to $105,000 in 
1972 and $451,000 in 1971, net of 
related tax effect, have been credited 
to other income. 


At February 29, 1972 the company 

had approximately $1,700,000 of 
domestic net operating losses which 
can be carried forward to reduce tax- 
able income through 1977. In addition, 
foreign tax credits amounting to 
approximately $700,000 can be carried 
forward to reduce Federal income 
taxes through 1974 ($300,000) and 
1975 ($400,000). 


I. Litigation and Contingent Liabilities 


On November 6, 1970 a civil action 
was brought against the company in 
the United States District Court for the 
Eastern District of Pennsylvania by 
General Instrument Corporation and 
certain of its affiliated companies in 
which plaintiffs claim damages as a 
result of the sale of goods by the com- 
pany to one of such affiliates which 
are claimed by the plaintiffs to have 
been defective. The damages claimed 
by the plaintiffs aggregate $5,330,000 
with interest and costs according to 
law. The company has denied liability 
and has filed a counter-claim for 
breach of contract, claiming damages 
of $318,000. The financial effect of this 
action, if any, upon the company, is 
not determinable at this time. 


Under acquisition agreements, the 
company may be liable to invest in or 
increase the purchase price of ac- 
quired companies up to an additional 
$7,266,000 cash and 331,065 shares of 
common stock (see note P). 


At February 29, 1972, the company 
was contingently liable for notes 
receivable discounted in the amount 
of approximately $8,580,000. 


J. Preferred Stock 


The 6% preferred stock is entitled to 
$35 per share plus any unpaid accrued 
dividends in the event of voluntary or 
involuntary liquidation of the company 


before any amount is paid to the com- 
mon shareowners. The amount at $35 
per share for the 200,000 shares out- 
standing is $2,000,000 greater than 
their aggregate par value. There are 
no restrictions upon the parent com- 
pany’s retained earnings by reason of 
the difference between the preference 
of the 6% preferred stock in involun- 
tary liquidation and its par value. 


Convertible preference stock, $2.10 
series, is convertible into 1.18 shares 
of USM common stock, par value 
$12.50 per share, subject to certain 
antidilution provisions, may not be 
redeemed before March 1, 1974 and is 
entitled to $50 per share ($36,154,000) 
in case of liquidation or dissolution. 


Preference stock ranks junior to the 
existing 6% preferred stock as to 
dividends and assets. The Board of 
Directors is authorized to provide for 
issuance of authorized and unissued 
shares of such stock from time to time 
in series and to fix before issuance 
the number of shares, the preferences, 
rights and restrictions of each series. 


K. Leased Machinery Operations 


Rentals are reported as revenue as 
the rent becomes receivable under 
the provisions of the lease. The con- 
solidated statements of income (loss) 
reflect as expense, depreciation of 
the leased machinery on a straight- 
line basis, maintenance and other 
related costs. 


L. Stock Options 

Under the provisions of the Career 
Executive Incentive Stock Purchase 
Plan, approved by the shareowners in 
1968, the options, which normally must 
be exercised within 60 days after the 
date of grant, provide for a purchase 
price equal to the higher of the par 
value of such shares or 40% of the 
quoted market value of such stock on 
the last business day prior to the date 
of the grant. Sale or disposition of 


shares sold under the plan is restricted. 


Restrictions expire from time to time 
during the employee’s service (gener- 
ally a period of up to 25 years) as to 
portions of the shares purchased. In 
the event of termination of employ- 
ment, the plan provides, with certain 
exceptions, for the sale of the shares 
to the company by the employee at the 
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Original purchase price. During the 
year the plan was amended, with the 
approval of the shareowners, to pro- 
vide that the restrictions against dis- 
position would lapse as to a certain 
portion of the shares purchased under 
the plan in the event of involuntary 
termination of employment (other than 
by dismissal for cause) or death. 


A maximum of 168,000 shares may be 
sold under the plan and such shares 
will be made available from treasury 
common stock. On various dates, 
since adoption of the plan, options 
were granted to 187 employees to 
purchase 165,488 shares of common 
stock at $11.79 to $15.94 per share 
(both the aggregate number of shares 
and prices per share being adjusted to 
reflect the plan of recapitalization and 
distribution effective February 2, 1971). 
Of these a total of 33,477 shares is 
available for reissue under the plan as 
a result of failure to exercise options 
and repurchase of shares by USM. 


The excess of the market value of 
shares purchased under the plan at 
the date of grant over the option price 
of such shares was being charged to 
income over the period from the dates 
the options were granted to the dates 
on which the restrictions against dis- 
position of such shares lapsed. During 
the year restrictions against disposi- 
tion of 129,831 shares, purchased 
under the plan, lapsed by virtue of the 
market value of USM’s common stock 
declining below the purchase price of 
the participants’ shares. Accordingly, 
the unamortized balance of deferred 
stock option expense ($2,229,000 with- 
out tax benefit) and related deferred 
taxes ($323,000) were charged 

to consolidated income as an extra- 
ordinary item (see note N). In addi- 
tion, since February 2, 1971 under the 
terms of the plan, 12 terminated 
employees retained 2,180 shares pur- 
chased under the plan, as to which 
the restrictions against disposition 
have lapsed. Currently no shares 
which have been purchased under 
the plan are subject to any restric- 
tions under the plan. 


As of February 29, 1972, a total of 
35,989 shares were available for sale 
to employees from time to time through 
December 31, 1977. 


On March 1, 1972, as an inducement 


to employment, the company granted 

a stock option to a new officer-director 
to purchase an aggregate of 3,000 
shares of treasury common stock in 
cumulative annual installments of 600 
shares each from March 1, 1972 to 
February 28, 1977, inclusive, at $17.125 
per share, the closing price of such 
stock on the New York Stock Exchange 
on February 29, 1972. 


M. Earnings (Loss) Per Common Share 


Earnings (loss) per share data are 
based on the weighted average num- 
ber of shares outstanding during each 
year (1972 - 4,094,541 shares, 

1971 - 4,820,928 shares), after 
deducting dividend requirements on 
the 6% preferred stock (1972 and 

1971 - $300,000) and on the convertible 
preference stock, $2.10 series (1972 

- $1,518,000, 1971 - $1,522,000). 


The outstanding warrants had no effect 
on earnings (loss) per share data as 
the exercise price was in excess of 

the average market and closing price 
of common stock. No dilution would 
result from shares contingently issu- 
able under the terms of acquisition 
agreements. 


Earnings (loss) per share data assum- 
ing full dilution are not presented 
since assumption of full conversion 

of the convertible preference stock, 
$2.10 series and elimination of the re- 
lated dividends would have decreased 
the loss per common share for 1972 
and would have increased the earn- 
ings per share for 1971. 


N. Extraordinary Items 


The extraordinary charges (credits) 
for 1972 and 1971 were as follows: 


During fiscal 1972, the company dis- 
continued and disposed of certain 
product lines. Losses and costs 
incurred in connection with these 
dispositions amounted to $1,667,000, 
net of tax benefit of $490,000 resulting 
from the carryback of a subsidiary’s 
operating loss. At the end of fiscal 
1971, provision was made in the 
amount of $1,625,000, with no imme- 
diate tax benefit, for the anticipated 
costs of a planned discontinuance of 

a product line. The anticipated costs 
represented the estimated losses and 
costs associated with the intended dis- 
posal of machines and related replace- 
ment parts on hand at February 28, 
1971, which were subsequently dis- 
posed of during fiscal 1972. 


In fiscal 1972, the company closed 
down a subsidiary and disposed of 
its assets. Losses and costs asso- 
ciated with the disposition amounted 
to $1,634,000, with no tax benefit. 


On February 2, 1971, pursuant to a plan 
of recapitalization and distribution, 

the capital stock of Transamerican 
Shoe Machinery Corporation, a wholly- 
owned subsidiary, was distributed pro 
rata to the holders of record of USM 
common stock at the close of business 
on February 1, 1971. As a result of 
certain terms of agreements, nego- 
tiated with the buyer (Katy Industries, 
Inc.) and accepted by Transamerican 
stockholders, the fair market value of 
Transamerican was deemed to be 
$22,933,000, and the company realized 
a tax free extraordinary gain of 
$12,004,000 representing the excess of 
the fair market value of Transamerican 
over the book value of the net assets 

of Transamerican ($10,929,000). This 
gain was reduced by certain expenses 


1972 1971 

Discontinuance of product lines ...........00.0..0000.0.. $ 1,667,000 $ 1,625,000 
Disposition) Ofva’ subsidianyagy se ee 1,634,000 
Gain on divestiture of Transamerican ................. (7,979,000) 
Gain: on:sale of realestate =. 10 eee (1,166,000) 
Loss on write-down of investment ................0...... 11,530,000 
Provision for planned close-down of a subsidiary 1,700,000 
Rrovision.tor plant; relocation aa se. = ee 2,000,000 
Write-off of unamortized stock option expense 

(Seen NOEs LT LACe ye BAe ie eater antes Saecet ee 2,552,000 
Write-off of goodwill (see note F) ............0.0.. 4,678,000 
Total $11,065,000 $ 7,176,000 
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amounting to $4,025,000 (net of 
$2,733,000 income tax reductions) 
incurred during the period of prepara- 
tion for the divestiture. 


In fiscal 1972, the company disposed 
of certain real estate which resulted 
in a gain of $1,166,000, without tax. 


In fiscal 1970, the company acquired 
approximately 69% of the common 
stock of Spiras Systems, Inc., a manu- 
facturer of mini-computers and cath- 
ode ray tube terminals, at a cost of 
$5,758,000 and purchased $3,371,000 
of its 10% ten-year convertible notes. 
During fiscal 1971 the company pur- 
chased an additional $2,382,000 of the 
10% ten-year convertible notes and 
provided additional funds in the 
amount of $443,000 through demand 
loans. In February 1971, all convertible 
notes held by the company were con- 
verted into common stock of Spiras 
and additional shares of Spiras com- 
mon stock were purchased from 
minority stockholders at a cost of 
$78,000 bringing the company’s equity 
to approximately 95% with a total cost 
of $11,589,000. Management, after an in 
depth re-evaluation of Spiras, decided 
to write down its investment in Spiras 
to an amount equal to the company’s 
equity in the net worth of Spiras at 
February 28, 1971 with no immediate 
income tax benefit. 


Provision was made at the end of 
fiscal 1972 to establish a reserve of 
$1,700,000, with no immediate tax 
benefit, for anticipated costs of a 
planned close-down of a subsidiary. 
Provision was also made at the end of 
fiscal 1971 to establish a reserve of 
$2,000,000, with no immediate tax 
benefit, for anticipated costs of a 
planned close-down and consolidation 
of a manufacturing facility which was 
completed in fiscal 1972. The antici- 
pated costs include in each case 
separation costs for terminated 
employees, loss on disposition of 
machinery, equipment and leasehold 
improvements, moving expenses and 
certain other related costs including 
in 1972 the write-off of related good- 
will amounting to $468,000. The 
reserves created by these charges net 
of the goodwill write-off have been 
included in the consolidated balance 
sheet in other accrued expenses and 
liabilities. 


O. Long-term Debt 
Long-term debt consists of the following: 


Maturity 1972 1971 
USM Corporation: 
534% sinking fund debentures 1992 $ 23,750,000 $ 23,750,000 
Eurocurrency revolving credit notes August 31, 1972 21,000,000 16,000,000 
Revolving credit notes with interest fixed at prime rate and 
borrowing limit of $12,000,000 April 30, 1971 9,600,000 
Revolving credit notes with interest fixed at %4% over prime 
rate and borrowing limit of $20,000,000 August 31, 1974 15,000,000 
858% note payable in principal amount 19,354,000 Swiss francs 1972 4,490,000* 
6% notes payable 1972 1,485,000 
USM International Finance Corporation: 
52% loan, payable in five annual installments of 12,000,000 
Swiss francs (currently approximately $3,120,000) with 
options to prepay installments at prices decreasing from 104% 
of par value in 1972 to 101% in 1979 1980-1984 15,600,000 13,920,000* 
USMC International Limited: 
9% guaranteed loan stock with a face value of £14,046,250 
payable in sterling, with detachable warrants to purchase 
USM common stock 1982 35,818,000 33,711,000* 
USM Overseas Capital Corporation, N.V.: 
812% notes in the aggregate principal amount of 20,000,000 
Swiss francs, issued at 98/2 % of par value, with options to 
prepay on any interest date at percentages of par decreasing 
from 10034% in 1972 to 100% % in 1974 November 10, 1975 5,200,000 4,640,000* 
8% % note issued in the principal amount of 12,000,000 
Swiss francs July 6, 1972 3,120,000 2,784,000* 
Miscellaneous notes and mortgages Various 2,215,000 3,519,000 
121,703,000 113,899,000 
Less current maturities 24,568,000 10,352,000 
$ 97,135,000 $103,547,000 


The debt of the above named subsidiaries has been guaranteed in full by USM Corporation. 


As a result of the realignment of world currencies during fiscal 1972, the debt indicated by a (*) above and certain mis- 
cellaneous notes and mortgages were revalued resulting in an exchange loss which was charged to the reserve for foreign 
operations. 


The 534% debentures are redeemable through purchase at prices decreasing from 104.45% of face value currently to 
100% in 1988, or sinking fund redemptions of $1,250,000 to $2,500,000 on June 15, 1973 and on each June 15 thereafter 
at 100% of face value. Reacquired debentures with a face value of $1,250,000 are being held by the company to satisfy 
the 1973 sinking fund requirement. The indenture contains restrictive covenants which provide, among other things, for 
certain restrictions on the payment of dividends or acquisition of common stock, other than dividends payable in and dis- 
tributions of its own capital stock. The amount of consolidated retained earnings free of such restrictions at February 29, 
1972 was approximately $7,452,000. 


Under the terms of the Eurocurrency revolving credit note agreement, the company may borrow up to $25,000,000 with 
interest at 34 of 1% over the London interbank offering rate for Eurodollar takings. Under the terms of the revolving credit 
note agreement, the company may borrow up to $20,000,000 with interest fixed at %% over the prime rate from time to time 
prevailing for the first year and 2% over the prime rate from time to time prevailing for the remaining period. The terms of 
both agreements provide, among other things, for the payment of a commitment fee at the rate of ¥% of 1% per annum on 
the daily average unused balance of the commitment and for maintenance of consolidated working capital of at least 
$100,000,000. In addition, the revolving credit note agreement provides for consolidated current assets of at least 180% of 
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consolidated current liabilities, and for the limitation of both total indebtedness for money borrowed and certain other 
obligations. 


The detachable warrants issued with the 9% guaranteed loan stock may be exercised to purchase 463,290 shares of USM 
common stock. Each warrant represents the right to purchase 1.0725 shares of common stock for $39. The warrants may 
be exercised with cash payment through July 24, 1982. On or after July 31, 1972, a holder of the warrants may tender shares 
of loan stock towards satisfaction of the purchase price on the basis of £25 nominal amount of loan stock for each 1.65 
shares of common stock. The purchase price and the number of shares issuable upon exercise of the warrants are sub- 
ject to antidilution provisions. 


Total principal payments due in years ending February 28, 1974-1977 are $1,663,000; $16,483,000; $6,749,000; $1,385,000. 


P. Capital Stock and Additional Paid-In Capital 
Changes during the year ended February 29, 1972 in outstanding capital stock and additional paid-in capital were as follows: 


Additional 
6% Preferred Convertible Preference Paid-In 
Stock Stock, $2.10 Series Common Stock Capital 
Shares Amount Shares Amount Shares Amount Amount 
Balance at beginning of year ........ 200,000 $3,016,000 723,359 $36,168,000 4,084,064 $50,819,000 $15,181,000 
Stock issuances: 
Acquisition{of minority imterests:..6. 2 es eee 29,700 371,000 37,000 
Conversion of preference stock, 
$2310: SONICS a eee OF en te (275) (14,000) 323 4,000 10,000 
Repurchase of optioned*sharesic,s.6..acct seer (13,412) (488,000) (9,000) 
Treasury shares, acquired 2.0. asso s ete sae eee a eg eee eee (2,704) (40,000) 
1 1 41>) aan nnn DROME A PE enc Pee MEME ee nay. ach MER MOT TB Ny a te Ae ak ls spn bauciikg 6,641 247,000 (14,000) 
Balance at end’ of year. ee 200,000 $3,016,000 723,084 $36,154,000 4,104,612 $50,913,000 $15,205,000 


At February 29, 1972, a total of 1,647,608 shares of common stock were reserved for issuance upon conversion of 
convertible preference stock, $2.10 series (853,253), exercise of stock purchase warrants (463,290), and the satisfaction of 
the terms of acquisition agreements, contingent upon future earnings of acquired companies and the future market value 
of USM common stock (331,065). 


Report of Independent Certified Public Accountants 


To the Board of Directors and Shareowners 
USM Corporation 

We have examined the consolidated balance sheet of USM Corporation and Subsidiaries at February 29, 1972, and 
the related consolidated statements of income (loss) and retained earnings and changes in financial position for the fiscal 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the cir- 
cumstances. We did not examine the financial statements of certain subsidiary companies, which statements reflect total 
assets and revenues constituting approximately 31% in 1972 (30% in 1971) of the related consolidated totals. These state- 
ments were examined by other auditors whose reports have been furnished to us. Our opinion, insofar as it relates to the 
amounts included for these subsidiaries, is based solely upon such reports. We previously made a similar examination of 
and reported upon the consolidated financial statements for the preceding year which have been restated, with our concur- 
rence, to reflect the change in the reporting of changes in financial position and the change in accounting for investments in 
affiliated companies as described in Notes A and B, respectively, to the consolidated financial statements. 

In our opinion, based upon our examination and the reports of other auditors, the aforementioned financial statements 
present fairly the consolidated financial position of USM Corporation and Subsidiaries at February 29, 1972 and February 
28, 1971, and the consolidated results of their operations and the changes in their financial position for the years then ended 
in conformity with generally accepted accounting principles applied on a consistent basis. 


Two Center Plaza Reg YY Cf ree Lhe x 29. 
Boston, Massachusetts (4 F 


March 31, 1972 
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Five Year Consolidated Summary (000 omitteg) 


Fiscal Year 1972 1971 1970 1969 1968 
Income Statement 
Gross revenues from continuing operations: 
BSIESHANGNOtNelOPCatinGmiIMCOMG sess cre icon cac ey cee ees crceeasptecedeceeees sveressoeesoubus $424,825 $399,432 $378,687 $307,941 $240,994 
Beacocmlnacminely arOVEMUC? -.c.to::-csee, oes us eee seein anennaee td eneeeR a omedendennandesedtnss 37,511 37,226 38,158 37,313 38,257 
RORTTS SUELO. TD ULC S mer a re ees eae sac Sure RR Cie Sea ce a ke 462,336 436,658 416,845 345,254 279,251 
BPS EMEC TERS 11 CS ee seer oe a anh Ea seein pes oe baie ve taps wd Named 302,964 280,130 254,568 199,765 154,026 
Cosizoileased machinery, Operations ....2... cc... ieee entegeecreacneerernrateneensaemess 16,335 15,829 15,955 15,968 17,041 
SU) GUNG) AVON GEMINE® Socce sees seostecene tae se ase eace eee spas tuebas Seb ecnphescpannetee Macon 106,604 103,344 98,216 87,225 77,940 
Pocoarcnimalndecove lODIMeN tierce meee ccna eee rested Me taee ae saitehe nah asia wee= 13,240 13,276 13;277 11,939 9,823 
439,143 412,579 382,016 314,897 258,830 
OYSEVFEUEITIG) TESONIAED” GE. ese cate sa aoe ec or ore er ee eae ee ner no eee eee 23,193 24,079 34,829 30,357 20,421 
Pe TmmInICOMe nm (EXDEMSC) MCt eee merce tesserae e oate ncenee eoencnctanae hedsaettecet ances (11,846) (8,113) (3,006) (145) 1,236 
11,347 15,966 31,823 30,212 21,657 
Rrovision form U:S. and foreign inCOMe -taxeS 2.4........024).benideecessssseseseennees 6,521 7,938 14,759 14,619 9,858 
oe) ; 4,826 8,028 17,064 15,593 11,799 
Equity in net income of affiliated Companies: <....2 5000.8 icececsececcseereeees 165 261 366 60 35 
SITTTIGNATY TEI: acest. ace oe ae a OP a Rc eee es MD aE cnet (130) (265) (1,079) (1,880) (1,878) 
Income from continuing operations before extraordinary items ........... 4,861 8,024 16,351 13,773 9,956 
BOCSmITOMmCISCONtNUCd OPEratlOnSs oacciec eee eeee eee ores soe cee ects (1,306) (354) (491) (344) (98) 
Net incremental income of Transamerican — divested operation ......... 2,328 2,664 3,050 3,124 
incomembeiore extraondimary, ItOMS: b.o.ccccecdevscecceccsecs ceca dco stevencblica.Seccoeeececss 3,555 9,998 18,524 16,479 12,982 
Seen CONCUMAGV MIL ING meres see eh ee EGS ec Satna ee tye Scene tek eeate (11,065) (7,176) 162 
Net ICOMICM (OSS) mr erie est reer een OR Ne PEMA, Sole oh Sa dead (7,510) 2,822 18,524 16,479 13,144 
Dividends on preferred and preference stoCKk 20.00.0000. ooccceeccceccceeceeeees 1,818 1,822 1,860 1,256 302 
Net income (loss) applicable to Common stock ......00.0.0.0.00c cette 5 S$ i328) $ 1,000 $ 16,664 $ 15,223 $ 12,842 
Common Givi CNGSE Dal Ceres ewe wee emer er emer ens eek 0) fon Ni Norse See AD $ 7,862 $ 7,304 $ 6,927 $ 6,744 
Distribution of Transamerican capital StoCK .o.......0oocccccccccececeeeteceeesteeees 22,933 
ECMECOMMMONMSNALC GREEN etme cn ie cl tnen a omer ene enue t itn Ze en anaes . 
Income from continuing operations before extraordinary items ............ $ 0.74 $ 1.29 $ 3.14 $ 2.76 $ 2.09 
PoccmhoimGiscontinued Operations 2.5 ystacn eon eee cose osceeeecsee eee (0.32) (0.07) (0.11) (0.07) (0.02) 
Net incremental income of Transamerican — divested operation .......... 0.48 0.58 0.67 0.68 
Incomembefore extraordinary IteMS 22sec eee tee eset nace settee 0.42 1.70 3.61 3.36 2.75 
ESC NEO TACIT TEETAYA TLC TUIIS, oerese cst sou nee Oe cape eee OG re ceee RAs nC ecaine Dana ey a (2.70) (1.49) 0.04 
INGHEINC OME a UIOSS) corset easton coe nce eis arse tat oor aa cn daweaseodarcteta se meaeuies $(2.28) $ 0.21 $ 3.61 $ 3.36 $ 2.79 
MEDLeCiAlONneanGramoOnizatlOnmue nets pacer ne nce eee eee ere eee tie $ 5.07 $ 4.35 $ 4.52 $ 4.60 $ 4.61 
[NG IELANGIS {OT LG Is sahara eset ain ese a PN eer ane ae ines REN eS, eel $ 0.85 $ 1.62 $ 1.60 $ 1.55 $ 1.50 
Financial Position 
RO ETOMUIBASS CIS a eter se ce ttre ea aers sesesisud ev tet eset tie AE Soe te -e e e $259,479 $267,957 $235,830 $212,097 $153,648 
BeasScmmlacniime ny ——imete gece ire con aatca Muerte teadeum cas soasta men Caeamtcn ane secre cn 64,650 63,677 62,463 67,914 70,701 
BrOpeMtys plantcand equipment — Met 1. .o. co rccscgeccs eeetiadeeeccaeeceees eeccsatve ee 112,504 113,608 97,113 88,847 72,249 
PAN GIDIESHANGhOtMhelTaaSSClSee eee eect eee neeoce ceeretien cae cenemeereneece eames 47,983 53,908 62,390 22,861 12,325 
NEmASSCISMONMILANSAMENICAM f.-5. crise: ic, co sc tcee Greed c ese sonncca ne scite teeeen ee tenets 10,008 
“1 EL) SCC HSU en oe nn Mere ek eee eee ee eee 484,616 499,150 467,804 391,719 308,923 
OOM UELAD It OSmee seamen aerate enka Ae eh Patt a eee et 131,547 128,118 101,076 66,784 47,812 
SECS ACH=ESS TIVIMRCLC Da rece ee ee cae ear a atm eh ee we eRe 97,135 103,547 80,673 40,988 27,774 
Other noncurrent liabilities 0.0.0.0... Pe ee cen tps ies, See en eR 28,108 25,802 21,418 18,131 14,729 
WIMOUILVERINILCLES (emeemmtee eee mater et eed cmt te for re: cyte eee ame eee 1,596 2,736 2,248 17,936 17,181 
Total ATOR APS vane ascines atone ten al yc faa Aan Gaaht Sel in gona eats rR ney Caer EE Fea TN 258,386 260,203 205,415 143,839 107,496 
ESET OW MEN Sum OC UILY ween en eos nee ta eee nar eee eres ee Cte $226,230 $238,947 $262,389 $247,880 $201,427 
Other Statistics 
Capital expenditures (excluding fixed assets acquired by purchase of 
COMP AICS) Maen teem rr toe sated nnn nee cerns ite orstea uemorh et searveeaereaems $ 28,541 $ 34,360 $ 34,558 $ 25,692 $ 29,748 
DOB TeC alOnmancmamOntizaliOnmerearee eerste eete tae etn teen ee een $ 20,778 $ 20,965 $ 20,871 $ 20,818 $ 21,266 
Raviorvof current assets to current, ltabilities: <2. ....-...-...ccesccsecens cen ocensanntseeseren 2.0 to 1 2.1 to 1 2.3 to 1 3.2 to 1 3.2 to 1 
Average number of common shares outstanding ..............:ccccccecees. 4,094,541 4,820,928 4,620,008 4,530,766 4,610,620 
Number of shareowners. .........00........c00ceeeceeeeeees Pee Sonne Re ane PON Bae an aa 21,061 23,042 22,883 22,612 20,611 
INUMpeHr Of EMPIOYEES <2 c.. cicicccceeeteercreteeee eee Pace eR cee eae 25,709 27,998 27,377 25,957 23,310 


*Based on weighted average number of shares outstanding during the year after deducting the dividend requirements on preferred and 
preference stock. Net income per common share assuming full dilution was $3.30 in 1970 and $3.20 in 1969. 


The years 1968-1971 have been restated to include equity in net income of 20 to 50% owned companies and interest income resulting from 
certain tax litigation settled in fiscal 1972. The years 1968-70 have also been restated to reflect additional tax assessments for those years. 
Certain assets and liabilities have been restated to reflect the adjustments resulting from the above matters. 
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USM Worldwide 


BOSTIK CHEMICAL GROUP USM FASTENER GROUP Farrel Internationaal — Benelux Office 
; ; Liege, Belgium 
Domestic Domestic 
Chemical Division Bailey Division Fatte Tce ee 
i ivisi Pavillons Sous Bois, France 
Middleton, Massachusetts Seabrook, New Hampshire 
Kenton, Tennessee Amesbury, Massachusetts Farrel GmbH — 
Marshall, Michigan Fastener Division Frankfurt/Main, West Germany 
Consumer Products Division Shelton, Connecticut Farrel International 
Reading, Pennsylvania Hopkinsville, Kentucky East Europe Division 
vane Bunnik, Holland 
Crown-Metro, Inc. Molly Fastener Division : 
Providence, Rhode Island Temple, Pennsylvania Re Hoclell: S.R.L. 
Greenville, South Carolina Nylok Fastener Division Han, Ita A 
Finch, Paint & Chemical Co. Paramus, New Jersey Farrel Mexicana, S.A. 
Torrance, California Lincolnwood, Illinois Mexico, D.F., Mexico 
The Upco Company Torrance, California *Pomini Farrel SpA 
Cleveland, Ohio Nylok Licensing Division Castellanza (Varese), Italy 
Long Beach, California Paramus, New Jersey 
rahe UNITED MACHINERY GROUP 
International Parker-Kalon Fastener Division 
Bostik A.B Clifton, New Jersey Domestic 
OSUK A.D. Campbellsville, Kentuck ead 
Helsingborg, Sweden ad y Boxboard Division ' 
; Warren Fastener Corp. West Hopkinton, New Hampshire 
Bostik A/S Mt. Clemens, Michigan bees 
Copenhagen, Denmark Converter Division 
BosticAS: International pasa peer? 
Oslo, Norway Manufacture Francaise d’Oeillets Métalliques Ne eee 
; Wakefield, Massachusetts 
Bostik Australia Pty. Ltd. Paris, France oe ee 
Thomastown, Australia *Ni : ear Systems 
nelle Rivets & Fasteners, Ltd. Wakefold (Mascachucere 
Bostik-Colas e Vedantes Ltda. onyo, vapan ou 
Povoa de Santo Adriao, Portugal George Tucker Eyelet Company Ltd. Hoague-Sprague Division 
Bostik. GmbH Birmingham, England Lynn, Magee cnuselts 
Oberursel, West Germany Sistemas de Fijacion Tucker S.A. nee een feat 
Bostik GmbH Madrid, Spain ml riage, Massacnuselts | 
Zurich, Switzerland Tucker Industries Pty. Ltd. pueeendos Scan Company 
* . Cc 
Bostik (Ireland) Ltd. Mitcham, Australia Whe ee a Cone as 
Dublin, Ireland Tucker Metallwaren, GmbH Machinery Division 
*Bostik Japan Ltd. Giessen, West Germany Beverly, Mes2acnusells 
Tokyo, Japan Tucker Products Ltd. Medway Division 
Bocuk ind Bedwas, South Wales Medway, e grcacnes 
Leicester, England United Shoe Machinery Company A.B. New Products Division 
Fastener Division Beverly, Massachusetts 
Bostik New Zealand Lid. ‘ 
Lower Hutt, New Zealand Orebro, Sweden Schaeffer Magnetics, Inc. 
F Chatsworth, California 
Bostik N.V. FARREL MACHINERY GROUP : 
Utrecht, Netherlands Spiras Systems, Inc. 
: Domestic Waltham, Massachusetts 
Bostik (Pty.) Ltd. » ; : nee 
Port Elizabeth, South Africa Farrel Company Division Turner Tanning Machinery Division 
Bostik S.A Ansonia, Connecticut Beverly, Massachusetts 
Montmagny, France Rochester, New York USM Pan-American, Ltd. 
Bostik S.A. International fe eae 
Barcelona, Spain : : iDrac Corporation 
p David Bridge & Co., Ltd. Chelmsford, Massachusetts 
i ree te eves eee as Whitman Metal Stamping Division 
Johannesburg, South Afric mi : 
q ie pene e wed Whitman, Massachusetts 
USM Chemical S.p.A. ochdale, England Plymouth, New Hampshire 


Milan, Italy 
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International 


B. U. Engineering (Pty.) Ltd. 
Port Elizabeth, South Africa 


Belturbet Manufacturing Company Ltd. 
Belturbet, Ireland — 


The British United Shoe Machinery 
Company of Australia Pty. Ltd. 
Melbourne, Australia 


The British United Shoe Machinery 
Company of New Zealand, Ltd. 

Lower Hutt, New Zealand 

British United Shoe Machinery 


(South Africa) (Pty.) Ltd. 
Port Elizabeth, South Africa 


The British United Shoe Machinery 
Company Ltd. 

Leicester, England 

USM do Brasil S.A. 1.C. 

Sao Paulo, Brazil 

Deutsche Vereinigte Schuhmaschinen GmbH 

Frankfurt/Main, West Germany 


Elta Plastics Australia Pty. Ltd. 
Thomastown, Australia 


Elta Plastics Ltd. 

Stockton-on-Tees, England 
*Harmonic Drive System, GmbH 

Langen/ Hessen, West Germany 
“Harmonic Drive Systems, Inc. 

Tokyo, Japan 

The Indian Tack & Nail Company, Ltd. 

Calcutta, India 


Japan United Shoe Machinery 
Company, Ltd. 
Tokyo, Japan 
*M.M. United (Pty.) Ltd. 
Port Elizabeth, South Africa 
Machine Turner S.A. 
Ivry-Sur-Seine, France 
Maschinenfabrik Turner A.G. 
Oberursel, West Germany 
O. A. Miller (Ireland) Ltd. 
Belturbet, Ireland 
*Mobbs Miller Units, Ltd. 
Northampton, England 
John Orme Ltd. 
Northants, England 


Samco-Strong Ltd. 
Bristol, England 


Samco-Strong Machinery Pty. Ltd. 
Fitzroy, Victoria, Australia 


Service (Engineers) Ltd. 
Stoke-on-Trent, England 


Trockentechnik GmbH 
Homberg, West Germany 


Turner Machinery Ltd. 

Leeds, England 

Union de Maquinaria para Calzado, S.A. 
Barcelona, Spain 

United Shoe Machinery Company A.B. 
Orebro, Sweden 

United Shoe Machinery Company A/S 
Herlev, Denmark 

United Shoe Machinery Company A/S 
Oslo, Norway 


United Shoe Machinery Company 
de France 
Paris, France 


United Shoe Machinery Company 
d'Italia S.p.A. 
Bollate, Italy 


USM Proveedora de Maquinaria 
Industrial, S.A. 
Santiago, Chile 
United Shoe Machinery Company of Uruguay 
Montevideo, Uruguay 


United Shoe Machinery Company Oy 
Tampere, Finland 


United Shoe Machinery Company, S.A.B. 
Brussels, Belgium 


United Shoe Machinery Portugal, Ltd. 
Leca da Palmeira, Portugal 


USM Argentina S.A.I.C. 
Buenos Aires, Argentina 


USM Company of Puerto Rico 
Carolina, Puerto Rico 


USM Limited 
Montreal, P.Q., Canada 


USM Mexicana S.A. de C.V. 
Naucalpan de Juarez, Mexico 


USM Oesterreich GmbH 
Vienna, Austria 


Vereinigte Schuhmaschinen A.G. 
Zurich, Switzerland 


USM Nederland N.V. 
Waalwijk, Netherlands 


Whitfield, Hodgsons and Brough, Ltd. 
Kettering, England 


OFFICE OF THE PRESIDENT 


Domestic 


S. A. Felton & Son Company 
Manchester, New Hampshire 


Truelove & Maclean Inc. 
Waterbury, Connecticut 


Zh 


International 


S. A. Felton & Son Company 
Hamilton, Ontario, Canada 


ADMINISTRATION AND FINANCE 


USM Corporation (International) S.A. 
Lausanne, Switzerland 

USM Credit Corporation 

Boston, Massachusetts 


USM International Finance Corporation 
Wilmington, Delaware 


USMC International Ltd. 
Leicester, England 


USM Overseas Capital Corporation, N.V. 
Curacao, Netherlands Antilles 


SALES AND SERVICE 


Domestic 


USM Construction Products 
Shelton, Connecticut 


Pan-American Division 
Beverly, Massachusetts 


FOOTWEAR INDUSTRY SALES 


Regional Offices 


New England — Haverhill, Ma. 
Mid-Atlantic — Harrisburg, Pa. 
Southern — Nashville, Tn. 
Western — St. Louis, Mo. 

North Central — Milwaukee, Wisc. 
Puerto Rico — Carolina, P.R. 


PLASTICS INDUSTRY SALES 


Akron, Ohio 

Ansonia, Connecticut 
Atlanta, Georgia 
Birmingham, Michigan 
Chicago, Illinois 
Houston, Texas 

Los Angeles, California 
Rochester, New York 


OTHER MARKETING CENTERS 


Automotive Sales 
Detroit, Michigan 


Government Sales 
Washington, D.C. 


USM Far East Ltd. 
Tokyo, Japan 


* Affiliate 


Directors 


William H. Alvord 9 
Vice President 


C. George Bennion 
Chairman and Managing Director, 
British United Shoe Machinery Co. Ltd. 


Lloyd D. Brace ® 
Former Chairman, 
The First National Bank of Boston 


William S. Brewster #9 
Chairman 


A. Austin Cheney * 
Retired Vice President, USM 


Franklin Farrel, 3rd =° 
Executive Vice President 


Frank L. Farwell # * 
President, 
Liberty Mutual Insurance Companies 


John M. Fox * 


President, 
H. P. Hood & Sons, Inc. 


Donald A. Gaudion 
Chairman of the Board, 
Sybron Corporation 


George A. Goss, Jr. 
Middlebury, Connecticut 


Edward B. Hinman 
Fort Myers, Florida 


Herbert W. Jarvis #9 
President 


Henry D. Sharpe, Jr. # 
President, 


Brown & Sharpe Manufacturing Company 


Thomas D. Welch 2 
Executive Vice President 


= Member of Executive Committee 
° Officer of Corporation 
* Member of Audit Committee 


Officers 


William S. Brewster 
Chairman of the Board and 
Chief Executive Officer 


Herbert W. Jarvis 
President 


Franklin Farrel, 3rd 
Executive Vice President 


Thomas D. Welch 
Executive Vice President 
William H. Alvord 

Vice President and 
Chief Financial Officer 


Robert W. Maynard 

Vice President and General Counsel 
Walter L. Abel 

Vice President, Research 

James P. McSherry 

Vice President, Corporate Development 
Theodore J. Sweeney 


Vice President, 
Automotive Marketing 


William H. Dykstra 
Treasurer 


C. Morgan Hussey 
Secretary 


Group and Area Management 


Bostik Chemical Group 


T. Magnusson, President 


E. T. Mitchell, V.P. and General Manager, 


U.S. Area 


H. C. Greenough, Managing Director, 
Australasian Area 


K. |. D. Macdonald, Managing Director, 
S. African Area 

Farrel Machinery Group 

F. Farrel, 3rd, President 


G. T. Hassard, Executive V.P. and 
General Manager 


United Machinery Group 


T. D. Welch, President 


C. G. Bennion, Managing Director, 
British/European/Latin Area 


R. K. Perry, V.P. and General Manager, 
U.S. Area 


A. E. Snow, President, 
USM Ltd., Canadian Area 
USM Fastener Group 


R. J. Hodge, Managing Director 


W. F. G. Dawson, V.P. and 
General Manager, U.S. Area 


Other Areas 


J. Ranger, President, 
USM Far East Ltd. 


W. C. Hill, Regional Representative, 
Latin American Area 
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